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THE ECONOMIC JOURNAL 


DECEMBER, 1907 


THE PRESENT POSITION OF POLITICAL ECONOMY.! 


Ir I attempt what has been more than once undertaken by my 
predecessors in this chair—a survey of the past history and 
present position of political economy in this country—there are 
circumstances, obvious to all, which render the task to-day far 
easier than before. The passage of time brings many advan- 


tages—the advantage, above all, of perspective. We are able to 
look back and make out the relative magnitude of things; we can 
see how the objects in the field of vision group themselves 
together ; and the influences which are dubious when they sur- 
round us are no longer questionable when we can stand away 
from them and discern their beginnings and their endings. And 
thus it is that we can now say—and expect general acquiescence 
—what twenty years ago would have called forth loud protest, 
and would, indeed, have been premature; and that is, that the 
first phase of economics as a systematic study in this country is 
now well over; that the orthodox economics of the middle of the 
nineteenth century has for some time been quite dead. We shall 
differ, unquestionably, as to its value, both as an intellectual con- 
struction and as an instrument of social and political change ; we 
shall differ, perhaps, as to the relation to it of that present-day 
teaching which some will deem a natural outgrowth from the old, 
others its very antithesis. But about the fact of its departure we 
shall all be agreed. No economist of any reputation in this 
country, or in America, or in Germany, when left to himself, lays 
stress now on the propositions which Ricardo and his school 

1 Presidential Address to the Economic Science and Statistics Section of the 
British Association for the Advancement of Science, at Leicester, 1907. 
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emphasised ; nor does he draw the same conclusions as to practical 
policy. At most he may seek, with natural piety, to show how 
certain famous sentences, properly interpreted, may still be 
regarded as containing an element of truth. Every new text- 
book that appears makes the disappearance of the old orthodoxy 
the more evident; indeed, it is the very consciousness that the 
old has passed away which is bringing the present flood of new 
text-books upon us. And hence the position of the first phase of 
English economics as a system of thought has passed in large 
measure out of the sphere of the controversial; we can criticise 
it objectively and dispassionately ; it has become a closed chapter 
in intellectual history. 

It is the additional good fortune of those who would seek to 
disentangle the outlines of that chapter that the materials for 
that, as well as for preceding chapters, are now ready to their 
hands in a whole series of recent publications. Among those to 
whom we are especially indebted, gratitude compels me to 
mention the names of Professor Oncken, Professor Hasbach, Dr. 
Cannan, Professor Foxwell, and M. Halévy. But there is one 
writer upon the so-called ‘‘ classical ’’ economics whose recent 
masterly treatise has been peculiarly welcome ; I refer to the late 
Sir Leslie Stephen’s ‘‘ English Utilitarians.’’ And for this 
reason in particular, that Leslie Stephen was neither an his- 
torical, nor a reactionary, nor a socialist critic of laissez-faire. 
His sympathies were with the older economists rather than 
against them; his general mental attitude was still so largely 
that of the utilitarian circle that he might be counted upon to do 
the Ricardians full justice. If anyone still doubts whether there 
really was such a thing as an orthodox body of economic doctrine, 
the doubt can be quickly resolved by reference to Leslie Stephen’s 
pages. 

Few things are more remarkable in the history of thought 
than the rapidity with which the Ricardian economics secured 
its dominion over public opinion. Adam Smith had laid the 
foundation in the assumption of free competition; Malthus had 
absolutely reversed the ideas of social philosophers on the subject 
of population. But neither in 1776 nor in 1798 was the man or 
the time ready for a ‘‘system.’’ The creative period came a 
good deal later; it hardly extends beyond the decade from 1810 
to 1820. Towards the end of that decade, in 1817, Ricardo’s 
book rose above the torrent of controversial pamphlets; and 
almost at once the edifice was complete. The doctrine of rent 
which Ricardo championed furnished a centre round which the 
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other doctrines could group themselves; while the conception of 
natural law—taken over by the Physiocrats long before from 
contemporary philosophy, learnt from the Physiocrats by J. B. 
Say, and now, through Say, impressed anew on Ricardo and his 
associates—gave to the new tenets a superhuman sanction. For 
if the word “‘religion’’ has any meaning, we must recognise 
that political economy was,’in a very real sense, one of the new 
religions of that wonderful era of fermentation. As early as 
1821 the ‘‘ deposit ’’ of doctrine was complete ; it only remained 
to propagate it. And this completion of the system is indicated 
by two events. One was the foundation of the Political Economy 
Club ; the other, the publication of James Mill’s ‘‘ Elements.”’ 
The Political Economy Club was the assembly of the elders of 
the new church, and its rules breathe all the spirit of ecclesias- 
tical fervour. The ‘‘ just principles of political economy’’ are 
assumed to be already discovered ; the members bind themselves 
to procure their ‘‘ diffusion.’’ They declare it to be their duty 
‘to watch carefully and to ascertain if any doctrines hostile to 
sound views on political economy have been propagated ’’; they 
undertake ‘‘ to avail themselves of every favourable opportunity 
for the publication of seasonable truths.’’ James Mill’s manual 
is even more symptomatic of the stage which political economy 
was believed by its adepts to have reached. Political economy, 
it takes for granted, is already a ‘‘ science’’ whose “‘ essential 
principles ’’ are known, and need only to be ‘‘ detached from 
extraneous topics’’ and “‘ stated in their logical order.’’ What 
shows, perhaps, best of all how completely all hesitation has 
passed away from the mind of its author is the fact that the 
work is avowedly designed to be a ‘‘ school-book,’’ addressed to 
‘‘persons of either sex of ordinary understanding ’’—the first, 
in fact, of those manuals by which young people have been 
turned into prigs before their time. And it was James Mill, we 
are coming more and more to realise, who did more than any 
other one man, first to impel Ricardo to write, and then to 
systematise the new faith and organise its propaganda. 

How rapidly that propaganda was successful! In 1821 
Ricardian political economy was the creed of a part only of ‘‘a 
small and very unpopular sect,’’ the Utilitarians, which ‘‘ excited 
antipathy on all sides.’’ Its teaching, we may recall, was 
received with repugnance and protest by the man of that age 
who saw most deeply into the human soul—I mean, of course, 
Wordsworth—as well as by Coleridge, who was beginning to 


teach his countrymen a truer philosophy of history. And yet in 
LL2 
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another ten years it had won wide acceptance, and had become 
the dominant force in social legislation. What Coleridge said in 
1832 of the Malthusian foundation was true by that time of the 
system generally; it had ‘‘ gotten complete possession of the 
leading men of the kingdom.”’ 

It would occupy us too long, and it might suggest a con- 
troversy I should wish to avoid, if I sought to furnish a complete 
explanation of this remarkable and rapid success. We should 
probably all agree that the system owed its general acceptance 
less to its intellectual merits—for when have great political forces 
been set moving by sheer weight of argument?—than to its 
singular appropriateness to contemporary conditions. It appealed 
both to the good and to the evil sides of the new manufacturing 
middle class; to the spirit of enterprise which no longer felt the 
need of the protective legislation of the past; and to the narrow 
self-satisfaction which found in the law of population a release 
from the sense of social obligation. The term ‘‘ manufacturing 
economists,’’ applied to the Ricardian group by a pamphleteer of 
the period, was eminently apposite: and as the manufacturing 
interest coalesced with the fragments of the old Whig connection, 
and formed the modern Liberal party, the new political economy 
furnished a platform on which both these wings could unite, 
and which saved them from the necessity of falling back for a 
policy on the more thorough-going democratic doctrines of un- 
‘* philosophical ’’ or pre-‘‘ philosophical ’’ Radicals and Chartists. 
That ‘‘they overrated the political economists ’’ was one of the 
chief reasons assigned by Dr. Arnold in 1840 for the difficulty 
he felt in working with the Liberal party. And it must be remem- 
bered that, in thus being taken over into practical politics, 
political economy lost altogether the hypothetical character which 
its more cautious exponents attributed to it; its conclusions were 
no longer remembered to require “ verification ’’; ‘‘ other con- 
siderations besides the purely economic ’’ were left to the other 
side to point out ; and economic principles were regarded as rules 
directly and immediately applicable to existing circumstances. 

It is not, however, any particular explanation of the very 
general acceptance of the Ricardian creed as early as 1832, but 
the bare fact of that acceptance that I wish to lay stress upon. 
Indications of it abound. Consider, for instance, the almost 
complete neglect which all contemporary economic writers 
suffered—and there were not a few—who diverged from the now 
codified teaching. We can understand this with writers like 
Thompson and Hodgskin, from whom Marx seems subsequently 
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to have derived the claim for the labourer to ‘‘ the whole 
product ’’ of industry. This was a doctrine for the manual 
workers, and their time had not yet come. But, as Professor 
Seligman has recently pointed out, there was also more than one 
writer of the period who anticipated what has quite recently 
become, for the time, the current teaching of most English- 
speaking economists. The marginal conception of value which 
this generation owes to Jevons and Menger was clearly enough 
expounded by Longfield in 1833, but it passed unregarded. As 
I am not myself altogether convinced that the notion really 
carries us any great distance, for reasond to which I shall 
return, I do not particularly blame his contemporaries. But it 
is evident that their inattention was due, not to dissatisfaction 
with what men like Longfield offered them, but to satisfaction 
with the apparently sufficient formule they had already 
mastered. 

A further indication of the victory of the Ricardian school 
may be found in the promulgation of what may fairly be called 
the orthodox dcectrine of economic method. The essay of the 
younger Mill ‘‘ On the Definition of Political Economy, and on 
the Method of Investigation proper to it’’ was drafted and com- 
pleted in these very years of triumph—between 1829 and 1833. 
The proper method, according to John Mill, was the a priori one, 
‘‘the only method by which truth can possibly be attained in 
any department of the social science.’? Though he then avoided 
the term “ deductive,’’ and continued to the end to use ‘‘ induc- 
tive ’’’ and ‘‘ deductive’’ in a fashion of his own, ‘‘ deductive ”’ 
is the fairest brief description of what he had in his mind, and 
he finally fell back upon the word in his ‘‘ Logic.’’ In the 
treatise of Cairnes on the subject, which may be regarded as an 
expansion and popularisation of Mill’s essay one-and-twenty 
years later, it is clearly laid down that as ‘‘ the economist starts 
with a knowledge of ultimate causes’’ the preliminary work of 
induction to reach premisses is reduced to a minimum, and the 
economist must ‘‘ regard deduction as his principal resource.”’ 

It cannot be necessary to examine the correctness of this 
opinion, for the simple reason that it is no longer entertained 
in all its primitive rigour and vigour by English-speaking 
economists; and it is held by few indeed of those of other 
countries. Professor Edgeworth, in reviewing some years ago 
the book of the Dutch economist Pierson, remarked that ‘‘ it is 
refreshing to find in these days a first-rate economist who has 
the courage to say that deduction is the only effective method ”’ ; 
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and Pierson’s singularity sufficiently indicates the present state 
of opinion. It would, indeed, be misleading to imply that all 
serious workers in the economic field are absolutely at one in 
this respect. But since Henry Sidgwick’s eminently judicial 
review of the controversy in 1883; since the leading representa- 
tives of opposing schools in Germany, Wagner and Schmoller, 
have approached each other so nearly in their recognition of the 
equal validity of induction and deduction for ‘‘ the tasks appro- 
priate to each’’; since the doyen of English economists, Pro- 
fessor Marshall, has come to use, with such hearty acquiescence, 
Schmoller’s metaphor of the two feet equally necessary in walk- 
ing—sweeping assertions like those of John Mill and Cairnes 
sound antiquated to our ears. Let me interpose the remark that 
a method of observation and generalisation—the method, in fact, 
of historical and statistical inquiry—is peculiarly appropriate to 
a kind of investigation which the older economists hardly con- 
templated, and that is into the structure of industrial organisation 
and institutions and the evolution of that structure. But for this 
process it is misleading to use the term ‘“‘induction,’’ since 
‘“ induction ’’ suggests a different sort of goal. And, on the 
other hand, it would seem as if less use were being made of 
** deduction ’’ in recent years by abstract economists themselves. 
Certainly, in the various marginal theories of distribution which 
have been pushing the simple Ricardian tenets into the back- 
ground, it is not so easy to disentangle a deductive line of 
reasoning as it was, for instance, in the earlier doctrine of wages 
or profit. The fashionable modern term “‘analysis’’ is elastic 
enough to cover several different kinds of mental operation. ‘‘ No 
one who knows the meaning of terms,’’ we have lately been 
informed in a tone of authority, ‘‘ will call the analytical study 
of the motives which govern men in business a strictly deductive 
method.’’ 

To return, however, to John Mill and the ‘‘ methodology ’’ of 
1833. Perhaps the most curious fact about it, when one comes 
to reflect, is its totally unhistorical character. Cairnes says 
somewhere that ‘‘ no economic or social truth meriting the name 
of scientific ever has been discovered’’ by induction. But it 
may be said with equal positiveness and more accuracy that none 
of the fundamental doctrines of Ricardian economics were 
actually discovered by deductive or a priori reasoning. As Pro- 
fessor Hasbach has so usefully reminded us, they were all of 
them conclusions directly suggested to observers by the facts of 
life before them—observers some of them in past centuries, some 
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recent, like Anderson and West and Malthus. What the 
Ricardian group did was to work these “‘ truths’’ into a system 
and support them more or less by formal reasoning. Deduction 
became in their hands an effective pedagogical method, but it 
had not really been the instrument of ‘‘ discovery.’’ 

Yet its unhistorical character only brings out more clearly the 
place of John Mill’s doctrine of method in the history of 
economic thought. Its appearance marks the passage of the 
Ricardian faith into its third stage—the stage of apologetics ; and 
apologetics, here as elsewhere, tended to mask and misrepresent 
the real character of the forces and influences which had actually 
given rise to the doctrine. Nevertheless for some decades it was 
sufficient for its purpose. When John Mill came to write his 
own great text-book in 1848 he ‘‘ spoke as one expounding an 
established system ’’; and established the system remained for 
at least twenty years longer. Fawcett’s book, which appeared 
in 1863, which ran through many editions and remained the text- 
book for passmen well into the ’eighties, was only a simplified 
Mill. During all this time orthodoxy was a very real thing, and 
the penalties of heresy were not always light. In the bitterness 
of his heart Jevons once declared in a private letter that ‘‘ the 
Mill faction never scrupled at putting their lecturers and 
examiners wherever they could.’’ But ‘‘ faction’’ is too harsh a 
word ; it was the body of the Church. 

That the doctrine should remain so long in vogue in academic, 
civil service, and journalistic circles, in spite of the assaults of 
Ruskin and in spite of the just anger of the working classes, 
is easily explained. It was due chiefly to the success, for the 
time, of the great Free Trade measure of 1846 ; a measure which, 
though dictated by the immediate interests of the manufacturers, 
was in complete accord with the then orthodox economics. 
English trade was increasing ‘‘ by leaps and bounds ’’; England 
was becoming the workshop of the world, and seemed likely so 
to remain. The doubts which even men like Malthus, not to 
mention conservative philosophers like Coleridge, had entertained 
as to whether a purely manufacturing policy would turn out in 
the long run to be safe could be contemptuously dismissed ; and 
the literary dignity of John Mill’s book did much to secure its 
hold on respectful attention. Those who were drawn to a more 
generous attitude towards the labouring population and a nobler 
conception of society than were congenial to the first generation 
of economists found much to appeal to them in the moving pas- 
sages which Mill wrote under the influence of Comte and the 
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Socialists. It was as yet hardly realised that such passages had 
no natural place in the body of orthodox teaching. 

There were not wanting, during this long period of half a 
century, currents of European thought which might have been 
expected to disturb the complacency of English economics. But 
these currents never made their way into England. For the 
failure of each of them there is perhaps some explanation. 
Comte’s criticism of political economy (1839-42) was associated 
with a destructive philosophy of religion, and with a personality 
singularly alien to any usual English type. That Le Play’s 
method of family monographs and workmen’s budgets should 
have had to wait to our days before it called forth imitation in 
England is harder to explain; but that may also have been due 
to the association of a method of economic investigation with a 
large philosophy of religion and society, very different from that 
of Comte, but, like Comte, speaking a dialect foreign to English 
ears. The creators of the German “‘historical’’ school of 
economists—Roscher (1843), Hildebrand (1848), Knies (1853)— 
had no such associations to hamper them, and in their own 
country their influence quietly spread over the Universities and 
among the official classes. But the period was one marked in 
England by an almost complete ignorance of contemporary 
German thought. It was indeed the time of Germany’s humilia- 
tion; and I suppose the victories of 1870 did more to make us 
learn German than any spontaneous enlargement of interests. 

I began by saying that the Ricardian orthodoxy is, by general 
consent, to all intents and purposes dead to-day among English- 
speaking economists. By that, of course, I do not mean that 
there are not, even yet, portions of their writings that are still 
valuable ; but that what the Ricardians themselves regarded as 
the most vital part, the part which they frequently identified with 
political economy as a whole, the part which lent itself to prac- 
tical conclusions in the sphere of taxation—that is to say, the 
doctrine of distribution—is no longer held (with the dubious 
exception of the doctrine of rent) in any shape which they would 
themselves have recognised. Its abandonment has been due to 
a series of assaults from several quarters and on different parts of 
the fabric, which occupied little more than the decade 1870-80. 
They were almost all, immediately if not ultimately, from 
English directions; they were all, not from outside humani- 
tarians, but from professed economists; and some of them were 
from men who had no sort of realisation of the damage they were 
doing to an edifice they supposed themselves to be propping up. 
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It will be enough to mention them in order. In 1869 John Mill 
threw over his disciples and renounced the wage-fund doctrine, 
giving hardly a thought to the security of what remained. In 
1871 Jevons produced his quasi-mathematical theory, the effect 
of which was to show, as he declared, how “‘ that able but wrong- 
headed man David Ricardo shunted the car of economic science 
on to a wrong line, a line on which it was further urged towards 
confusion by his equally able and wrong-headed admirer John 
Stuart Mill.’’ In 1874 Cairnes ‘‘newly-expounded’”’ ‘‘some leading 
principles of political economy ”’ ina way which, while ‘‘ not in 
any sense antagonistic towards the science built up by the labours 
of Adam Smith, Malthus, Ricardo, and Mill,’’ aimed at showing 
that, “‘ as at present generally received,’’ it contained ‘‘ no small 
proportion of faulty material.’’ In 1876 Bagehot began a series 
of articles which were intended to rehabilitate orthodox economics 
—among other ways by returning to the narrowness of its scope 
before the younger Mill tried in vain to widen it, but with the 
result, in many minds, of still further discrediting it. In 1877 
the American economist Francis Walker produced a new and far- 
reaching doctrine of wages. In 1879 Cliffe Leslie’s collected 
essays introduced the English reader to the German historical 
economists, and made clear—what the consistent advocates of a 
‘‘ hypothetical ’’ science had never denied, but what ordinary 
economic writings had been curiously unable to keep before men’s 
minds—the vast difference between ‘‘tendencies’’ and actual 
phenomena. And finally, in 1881-2, the lectures of Arnold 
Toynbee made an attempt to show how the historical method 
could be applied to the interpretation of actual conditions. Mean- 
while, it should also be added, the dissemination of the teachings 
of the so-called ‘‘ scientific ’’ socialists—of Lassalle’s ‘‘ Iron Law 
of Wages,’’ and Marx’s ‘‘ Surplus Value ’’—disposed conserva- 
tively minded thinkers to re-examine that Ricardian teaching to 
which the Socialists, with so much show of reason, were in the 
habit of appealing. 

To what now has all this ferment led? After a time of almost 
complete chaos it might seem as if a new structure of theory 
with regard to the fundamental problem of distribution had once 
more been erected—to judge from the appearance in these latter 
years of a whole shelf-full of imposing text-books. We need but 
glance through them to discover that there has as yet been no 
substantial reconstruction among English-speaking economists on 
historical lines. The historical study of economic conditions has, 
it is true, made considerable progress ; to that I shall return later, 
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But the centre of interest among academic economists (and with 
them must be reckoned for this purpose some influential writers 
outside the Universities) is still to be found, both in this country 
and in America, in abstract argument. Among the diverse lines 
of thought which converged upon the old orthodoxy for its 
destruction in 1870-80, that represented by Jevons has for the 
time had the widest influence. It has been supplemented by the 
similar influences of Austrian economists—Menger, Béhm- 
Bawerk, and Wieser—who have been made accessible to English 
readers by translation or paraphrase ; and partly under impulses 
from Jevons and the Austrians, partly from an original turn for 
abstract speculation, there has appeared in America an inde- 
pendent theorician of the first rank, Professor Clark, who has 
already carried most of the younger economists of the United 
States with him, and is beginning to make himself felt on this 
side of the ocean. 

In speaking of this second, this newer, phase of abstract 
economics, my task is more perilous. The movement has only 
just got well under way; and it would be rash to predict its 
destination. I shall confine myself to a very few observations : 
and possibly one who occupies a detached position outside 
theoretic discussion may see some of the larger features of the 
situation more distinctly than those who are themselves taking 
part in the debate. 

Perhaps the best term for the representatives of the newer 
abstract phase would be ‘‘ the Marginalists.’” They employ the 
conception in different ways and with different results; but with 
all of them the notion of the Margin, the Grenz, is a never-failing 
resource. They all begin, at any rate, by laying stress on the 
doctrine of marginal or final utility, some as the key to the whole 
problem of value, some as the key to the demand side of it. And 
what has one to say to it? Of course, in the first place, it is 
quite true, so far as it goes; and, in the second place, it is 
pedagogically of some use. It puts an elementary bit of 
psychology in a way calculated to make the youthful beginner do 
a little thinking. Even for this purpose it is not without its 
dangers; for ‘‘ utility’’ cannot but be a constantly misleading 
name for mere ‘‘ desiredness,’’ however carefully it may be 
explained. Suppose, however, we all remember always that 
‘* utility ’’ does not necessarily mean in economics what it means 
in ordinary speech, how far does the doctrine take us? I cannot 
help thinking that it takes us a very short way indeed. Instead 
of leading us to the very heart of the problem, the doctrine of 
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marginal value seems to me to remain entirely on the surface : 
it is not much more than a verbal description of the superficial 
facts at a particular point of time. The intensity of demand 
varies inversely, more or less rapidly, with the extent to which 
it is satisfied ; for different commodities there are different scales 
of intensity; under certain circumstances one demand will be 
substituted for another. True, doubtless. But why do people 
demand just those things? On what does the rapidity of satiation 
depend? Have their desires always been the same; or the possi- 
bilities of production in order to meet them? How are desires 
related to one another? What are they likely to become? What 
are the limits to demand set by the economic situation of the 
demanders? These are the things we really want to know. The 
problem is, in a wide sense of the term, an historical one; or, if 
you prefer the phrase, a sociological one, both ‘‘static’’ and 
‘‘dynamic.’’ Behind the workman’s wife making up her mind 
on Saturday night whether to buy another loaf or a scrap more 
meat stand the whole of human nature and the whole of social 
history. And this is what, I suspect, the deeper thinkers among 
the Marginalists are obscurely realising. When Professor 
Marshall distinguishes between normal and market value, and 
invites us, in order to understand normal value, to contemplate 
a chain of forces operating, both on the demand and the supply 
side, for indefinitely long periods, is he not in substance recognis- 
ing that the problem is one of age-long development? And, 
similarly, when Professor Clark points out that even utility is 
not a homogeneous thing ; that every commodity is really a bundle 
of utilities for different purposes; and that therefore ‘‘ value is a 
social phenomenon,”’ he is approaching the real complexity of a 
sociological problem. It is with a true instinct that Mr. Carver 
waives these subtleties of the Columbia economist on one side; 
he perceives that simplicity of economic ‘“‘analysis’’ would 
speedily disappear if the psychology became more profound. 
When we pass from marginal utility to the exposition of the 
laws of distribution to which it serves as a prelude, the attempt 
to judge of the true character of the neo-abstract literature of 
recent days becomes extraordinarily difficult. For one who 
should try, as I have recently done, to review that literature as a 
whole will be startled to find how far-reaching are the diver- 
gences within it. Its only unity would seem to consist in a 
common belief in the value of abstract (or, as it is sometimes . 
called, ‘‘ general’’) reasoning, and in the common employment 
of a few specialised terms. Doubtless all the differences could 
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be construed as differences of emphasis; but this is hardly 
reassuring, for the emphasis may differ so much as to give totally 
opposite impressions. A man may be “‘ coloured ’’ with so little 
emphasis as to be practically white, or with so much emphasis 
as to be practically black. So long as the student keeps to a par- 
ticular set of writings, he may cherish the impression of a 
triumphant analysis, solving all difficulties for intelligent men in 
the same way; when he extends his reading he will find that 
there are at least three main groups, following respectively the 
lead of Cambridge, of Vienna, and of New York; while among 
the younger men there are all sorts of ingenious but mutually 
irreconcilable attempts at eclectic compromise. 

The want of agreement shows itself, I cannot help thinking, 
even before we turn to specific doctrines, when we ask ourselves 
what is supposed to be the relation of the several ‘‘ systems ’’ to 
real life. It is the old difficulty, still giving trouble, of the 
relative importance of ‘‘ tendency ’’ and “‘friction.’’ Grant, if 
you will, the possibility of a doctrine of tendencies, it is surely of 
the first importance that we should have a pretty definite and 
continuous impression as to the width of the gap between the 
formule and visible phenomena. Yet, while some of the abstract 
economists give the impression that the tendencies they formulate 
are actually, with some little delay and in a rough-and-ready way, 
on the whole realising themselves in concrete circumstances, 
others give the impression that their science is so very “‘ pure’”’ 
as to have hardly anything visibly in common with the crude 
doings of impure humanity. One leading writer assures us that 
in his book ‘‘ normal action is taken to be that which may be 
expected, under certain conditions, from the members of an 
industrial group; and no attempt is made to exclude the influence 
of any motives, the action of which is regular, merely because 
they are altruistic.’’ On the other hand, his persuasive American 
colleague turns our thoughts in just the opposite direction. He 
tells us that ‘‘ the impression of unreality which is made by the 
studies of the classical political economy is removed by complet- 
ing them on the same theoretical plan on which they have been 
started. We must use assumptions boldly and advisedly, make 
labour and capital absolutely mobile, and let competition work 
in ideal perfection.”’ 

There has been one fresh and welcome advance upon the 
position of the older writers. Both Professor Marshall and Pro- 
fessor Clark would seem to agree in describing their methods of 
treating economic phenomena as primarily ‘‘statical,’’ even if 
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they are not quite at one in the meaning they attach to the 
adjective. Both regard a statical doctrine as, in a sense, only an 
introduction, though a necessary one in their eyes, to ‘‘a more 
philosophic treatment of society.’’ It is not, indeed, easy to see 
how a whole abstract system can be made an essential pre- 
liminary; if, as the former writer tells us, ‘‘ the function of 
analysis and deduction in economics is not to forge a few long 
chains of reasoning, but to forge rightly many short chains and 
single connecting-links ’’—a place which all sensible historic 
economists would readily grant to it. However, the distinction 
between static and dynamic is a significant precaution, if only 
the ordinary reader can bear it in mind. If ‘‘ actual society is 
always dynamic,’’ and ‘‘ because of this continual evolution the 
standards of wages and of interest to-day are not what they will 
be ten years hence,’’ it is evident that the lonely figure of ‘‘ the 
marginal shepherd ’’ would give little help in settling, let us say, 
the Australian shearers’ strike. And this, perhaps, is why a 
younger American economist already referred to, who retains the 
old orthodox preference for a short way with dissenters, becomes 
a little restive. ‘‘ The static state,’’ he says, is ‘‘a heroic 
assumption of doubtful utility.’’ Possibly he fears that, if the 
appearance of the promised ‘‘dynamic’’ theory is long delayed, 
the assumption may be as dangerous as some other “ heroic’”’ 
remedies have been. 

Until that time comes, and looking only at the several 
‘“ static ’’ systems themselves, we find that there is hardly a 
single point in the whole theory of distribution on which there is 
as yet any approach to unanimity. What was the one doctrine 
associated with the name of Ricardo which survived the wreck 
of 1870-1880? It was the so-called ‘* Ricardian ’’ doctrine of the 
rent of land. Most British economists cling to the conception 
still, and regard the distinction between land and other instru- 
ments of production as one of the first importance. Indeed, they 
have gone further, and have applied the marginal idea and the 
term ‘‘rent’’ to all surpluses derived from the possession of 
differential advantages. It then becomes natural to see “‘ quasi- 
rent’’ or ‘‘ analogies to rent’’ in every direction. But, from 
seeing a peculiar thing everywhere, the transition is easy to 
seeing no peculiarity anywhere. And thus it is not only the 
Austrian writers who are disposed to rub out the distinction 
between land and other instruments of production; the chief 
American theorist, Professor Clark, throws the whole Ricardian 
doctrine overboard. He is daring enough to say that the argu- 
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ments advanced to prove that ‘‘ rent does not enter into price ”’ 
would ‘‘ prove that wages and interest are also residual amounts, 
having no price-making power; and this is an absurdity.’’ A 
growing band of American disciples accepts this view; and in 
recent text-books, like those of Professors Fetter and Seligman, 
the beginner is calmly told that the doctrine still taught by high 
authority in England ‘‘is now being abandoned by economic 
students.”’ 

The same contention reaches our ears when we approach any 
other part of the field of distribution. What, for instance, is 
profit? Is it a return for the business man’s share in the work 
of production? Is ita marginal product? Or does it arise because 
the owners of the real ‘‘ factors of production’’ do not succeed 
in getting their ‘‘ marginal products’’? Is there, after all, 
normally no absolute net profit (Unternehmergewinn) apart from 
interest, wages, and insurance? Qn all these points discord 
reigns among what would seem to be equally competent theorists. 
Or take interest. What is the explanation of the fact of interest? 
Large Austrian books have been translated which dismiss all 
previous explanations with contempi, and instruct us that the 
true solution is the discounting of future goods. This view, which 
our leading English economist condemns as “‘ one-sided,’’ has, 
nevertheless, found some acceptance in England; and it is 
accepted wholesale in the Dutch treatise which has been recently 
translated for our benefit because of its unique combination of 
reasoning power with knowledge of affairs. If there were time 
we could take the remaining topic of distribution, viz., wages, 
and entangle ourselves in the like perplexity. It may be enough 
if we notice in passing that, on such a vital question as whether 
trade-unions could effect a general rise of wages, not only would 
opinions differ, but those who agreed in their answers would get 
at them in quite different ways. 

It has not been my purpose in thus displaying the present 
position of abstract economics to deny its interest. Its study is 
certainly sharpening to the wits, and it is hardly likely that all 
the opposing doctrines are mistaken. It may be that in another 
quarter of a century opinions will have shaken themselves down 
and assumed their permanent places and proportions, and then 
the ‘‘ system ’’ to which we shall have arrived may be of evident 
assistance in the understanding of life. Meanwhile, an English- 
man may feel a just satisfaction in the width of sympathies and 
the sober balance of judgment which mark the chief English 
treatise of this period, and even an untheoretical reader will 
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gratefully acknowledge the abundant help to be derived from 
Professor Marshall’s knowledge and insight. My purpose was 
simply to show that, though there has been a new growth of 
abstract speculation since the first phase of orthodoxy passed 
away, there has not emerged a second orthodoxy so far. There 
is no reason why those who think that a very moderate amount 
of general reasoning will go a long way in the interpretation of 
facts, when once these facts have been collected and arranged, 
should be so dazzled by any of the new systems as to be checked 
in their own more plodding career. 

Side by side, however, with all this activity in the field of 
theory—an activity which, it must be confessed, has almost 
monopolised the attention of professed economists—there has 
been a most remarkable awakening of interest in the actual 
economic history of our land. As I have already observed, the 
criticisms of the historical school have not led, so far, to the 
creation of a new political economy on historical lines : even in 
Germany it is only within very recent years that some of the 
larger outlines of such an economics have begun to loom up 
before us in the great treatise of Gustav Schmoller. But what 
has, at any rate, been secured in this country is a most sub- 
stantial increase in the knowledge of our own economic past. 
How remarkable the progress has been we only realise when we 
begin to look back and take stock of our recent acquisitions. 
Five-and-twenty years ago interest in the subject was curiously 
languid. This had not always been the case. In the eighteenth 
century Anderson and Eden had brought together great collec- 
tions of material ; and in the ’thirties‘and ’forties of last century 
the currency discussion had produced the work of Tooke, and 
pride in the new inventions a number of histories of particular 
trades. The most typical book of this later period, however, was 
the work of Ricardo’s brother-in-law, the first head of the 
Statistical Department of the Board of Trade.  Porter’s 
Progress of the Nation (1836-1843) was a prolonged statis- 
tical peean of triumph over the results of growing enlightenment. 
The blessings of the new era having thus been displayed, it 
might seem as if it was hardly worth while to learn anything 
more about the past. If a student had inquired in 1880 for the 
best recent treatises dealing with our economic history at large, 
he would bave been referred to Leone Levi’s History of British 
Commerce from 1763, and to the first two volumes of Thorold 
Rogers’ History of Agriculture and Prices, coming down to 
1400. The former was a useful compilation put together in the 
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most unscientific and philistine spirit; the latter was the out- 
come of a vast amount of toil, but the material collected was not 
of such a nature as to afford a clear understanding of the funda- 
mental institutions of the Middle Ages. Accordingly, those who 
began to interest themselves in such subjects were compelled to 
look abroad. In the works of Brentano, Ochenkowski, Schanz, 
Nasse, and Held they found, in varying degrees, a scientific 
method and a stimulus not to be met with at home; and there 
can be little wonder if they were inclined to assign to one or 
other of these German monographs more weight than really 
belonged to it. 

But the years 1882-1884 marked the beginning of a better 
time. Three books appeared, very different in their character, 
but each in its way opening a new era. To Toynbee’s Industrial 
Revolution (1884) I have already referred. Its chief value lay 
in its showing how impartial investigation of the past could be 
combined with ardent enthusiasm for social improvement. 
Shortly before, Dr. Cunningham’s Growth of English History 
and Commerce (1882) had given us for the first time a treatise 
which attempted to cover the whole historical ground. It was 
the forerunner of those enlarged and re-written editions which 
have grown into the three stately volumes now on our shelves. 
The time would fail me to single out the numerous particular 
topics on which Dr. Cunningham has enlightened us; what is a 
far greater service is that by his masterly and encyclopedic 
grasp of the whole vast field he has kept before our minds the 
fundamental idea of the continuity of our national development. 
About the same date the book of Mr. Seebohm on The English 
Village Community (1883) gave us, for the first time, the right 
starting-point for our study of medieval (and therefore of modern) 
agrarian history. It is an example of the way in which even 
the largest facts of national life are apt to drift out of the minds 
of the next generation that the ‘‘ open-field’’ system of hus- 
bandry should have been entirely forgotten in hardly more than 
fifty years from the time when the thing itself finally passed 
away. The manorial economy, as Mr. Seebohm reconstructed 
it, may possibly be a little more symmetrical than the facts ; but, 
without an understanding of its main features, medieval agricul- 
tural conditions must have remained unknown to us. Let anyone 
who fails to appreciate Mr. Seebohm’s incomparable services try 
to find in any modern writer before him a clear explanation of 
the yardland—the pivot of the agricultural organisation of every 
old English village. 
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Of subsequent workers in this field of economic history it is 
only possible to give a bare list. Professor Maitland, whose 
untimely loss we all deplore, has enabled us to get truer notions 
of medizval law: he has confirmed the impression that there 
were certain underlying conditions common to the whole of 
Western Europe by his proof of the acceptance of the canon law 
in England; and to his example and influence we owe a great 
increase in the printed materials for manorial and municipal 
history. Mr. Powell has added exactness to our knowledge of 
the great peasant rising; Mr. Leadam has printed the official 
evidence concerning the enclosures of the sixteenth century ; Mr. 
Stevens, Sir George Birdwood, and others have given like 
assistance for the beginnings of our East India trade; Miss 
Leonard has explained the part played by the earlier Stuarts in 
establishing the English poor law; Mr. Galton and Mr. Unwin 
have helped to bridge over the gulf between the medieval guild 
and the modern trade-union: Mr. and Mrs. Webb have laid bare 
the local government of the seventeenth and eighteenth centuries, 
a period more obscure in some ways than the age of the Plan- 
tagenets ; Mr. Gray has written the annals of philanthropy ; and 
Mr. Slater has taken up the thread of agrarian history and sys- 
tematically examined the later enclosures. The beginnings of 
Scotch manufactures have been explored by Mr. Scott; the 
troublesome story of the relation of English policy to Irish 
industry has been told by Miss Murray ; the history of nineteenth- 
century factory legislation has for the first time been written in 
perspective by Miss Hutchins and Miss Harrison conjointly ; the 
movement of wages during the same.period has been traced by 
Mr. Bowley; and while the modern combination of labour has 
found its first serious historians in Mr. and Mrs. Webb, the even 
more recent tendency towards capitalist combination has been 
portrayed by Mr. Macrosty. For particular industries we have 
now the works of Mr. Ellison and Professor Chapman on the 
cotton trade, and Mr. Jeans’ reports on the iron trade; while 
Dr. Creighton has dealt with a subject of the utmost economic 
interest in his history of epidemics. This is a recital of which 
we may well be proud. 

And meanwhile we have been receiving assistance equally 
valuable from foreign scholars. Two American students trained 
in Germany, Messrs. Page and Gay, have thrown a strong light 
on the commutation of labour services in the fourteenth century 
and on the enclosures of the sixteenth and seventeenth. ‘T'wo 
German scholars, Professor Ehrenberg and Dr. Lohmann, have 
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greatly added to our knowledge of the place occupied in our 
history by the woollen industry, the one explaining the struggle 
for the admission of English cloth to the Continent, the other 
the methods of governmental regulation. Two others, Professor 
Hasbach and Dr. Levy, have turned their attention to our 
agrarian development; and, while the former has investigated 
the fortunes of the agricultural labourer, the latter has traced the 
rise and decline of capitalist cereal farming. And it is a sign 
of the recent revival of solid historical studies in the land of 
M. Fustel de Coulanges that a French scholar, M. Mantoux, has 
just given us by far the most complete account of the industrial 
revolution of the eighteenth century. If we cannot but regret 
that some of these books do not bear the names of English 
scholars, there still remains a large field for English scholars to 
explore. 

Accompanying the new zeal in this country for original 
research, there has come a recognition equally new of the im- 
portance of economic history in the examination requirements of 
the Universities. On looking at the fresh work of investigation 
which we have just been surveying, it will be observed that a 
large part of it has been more or less closely connected either 
with Cambridge or with the London School of Economics; and 
it is notorious that the impulse has been due in the one place 
chiefly:to Dr. Cunningham and in the other chiefly to Professor 
Hewins and Mr. Webb. Accordingly, it is appropriate that 
economic history should have been given a respectable place alike 
in the Cambridge History Tripos and in the examination for 
Science Degrees in Economics in the University of London. 
Even more significant is the room made for economic history in 
the Economics paper of the First Class Civil Service Examina- 
tion, both for home and for Indian appointments. Quite a con- 
siderable number of undergraduates do now every year give some 
little attention to the subject; at least half a dozen formal 
examination papers must be set upon it annually; and there are 
already three or four elementary text-books in existence for the 
beginner to choose from. And all this is so far to the good; in 
an examination-ridden country it is the only way in which a 
subject can command any general attention. But I seem to 
observe a certain tendency towards what I should regard as an 
unfortunately sharp division for academic purposes between 
economic theory and economic history. There is an inclination 
to regard each as a specialism unconcerned with the other, and 
represented by a different expert; or, if sometimes combined in 
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one person, kept in separate compartments of the brain. It is 
inevitable and salutary that some economists should be much 
more historical, others much more theoretic, in their interests. 
But a complete divorce either of narrative history and descrip- 
tion from the large consideration of cause and effect or of pure 
theory from the conception of historic evolution would seem to 
be equally undesirable. 

I have not concealed my opinion that much of the labour 
that has been devoted to economics in English-speaking countries 
during the last quarter of a century has been less fruitful than 
one could desire, and yet the outlook is more encouraging in many 
respects than ever before—certainly in this country. For look at 
one interesting feature of the present situation. It is only of late 
years that the teaching of economics has begun to be so recog- 
nised and organised in our universities that it can be said to offer 
a career to a young man of ability in the sense in which, for 
instance, chemistry offers a career. 

The triumph of the Ricardians led to the creation of pro- 
fessorships of political economy at Oxford in 1825, at Cambridge 
in 1828, at Dublin in 1832. The two rival London colleges, 
University and King’s, and the Queen’s Colleges in Ireland, fol- 
lowed suit. But until a surprisingly recent date there was no 
real working professorship of political economy in Great Britain 
comparable to the ordinary professorships in any German univer- 
sity—and by ‘‘comparable’’ I mean carrying with it a living 
wage and involving the devotion of the main strength of the 
incumbent to the duties of the chair. The remuneration was in 
most cases absurdly inadequate ; the appointment at Oxford and 
Cambridge was the sport of election, and was at first made for a 
term of years; and it was commonly regarded either as a step- 
ping-stone to a Government appointment or as an appendage and 
assistance to a political career. This was due partly to the place 
which professorial lectures generally then occupied in university 
life. ‘‘ Professors’ lectures were considered to be mainly orna- 
mental, and they scarcely formed a part of the real educational 
system.’’ It was due in part to the then orthodox view of the 
character of the study. ‘‘ According to Fawcett,’’ says Sir 
Leslie Stephen, diplomatically, in the biography from which 
I have just quoted, ‘‘the leading principles of political 
economy and those which were really valuable were few, 
simple, and therefore capable of an exposition on the 
level of average intelligence.’ And the same view was 
held by most of his contemporaries, both here and in 
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America. The author of the best-known American handbook of 
economics of this period has himself described his scientific 
equipment : ‘‘ I had scarcely read a dozen pages of Bastiat when, 
closing the book, and giving myself to an hour’s reflection, the 
field of political economy in all its outlines and landmarks lay 
before my mind.’’ In those days the presidency of an American 
college was commonly given to an elderly clergyman, and in the 
choice of teaching duties to be attached to the office the lot 
usually fell upon political economy, because it was the easiest 
subject to get up. 

But to return to Great Britain. It was not till Professor 
Marshall became professor at Cambridge twenty-two years ago 
that either of the older English universities secured in its chair 
of economics an effective head of a living department of university 
study. Meanwhile, certainly, things had been improving else- 
where. At Owens College a chair had been created—or rather 
a half-chair, for political economy was joined with logic—and it 
had been made the most of by Jevons; and in 1871 another was 
founded at Edinburgh. After 1871 followed a long interval, 
devoid of addition to the scanty number of economic chairs. In 
the middle of the ‘eighties, however, came a fresh moving of the 
waters: first ill-paid lectureships made their appearance; and 
then these gradually blossomed out into full professorships. 
Toronto led the way within the Empire in 1888; Liverpool and 
Glasgow established professorships in 1891 and 1896; and since 
then Birmingham, Manchester, Leeds, and Bristol, as well as 
Montreal across the sea, have followed the example. The other 
universities and university colleges are, with few exceptions, 
already in the lecturer stage. The professor, where there is one, 
is also usually assisted by a lecturer; two or three graduate 
scholarships have already been created to assist the future 
economist in his earlier steps; and in the ECONOMIC JOURNAL, so 
impartially edited by Professor Edgeworth, as well as in the 
Economic Review, both founded in 1891, there is a medium for 
the publication of scholarly, non-popular work. Economics, in 
short, is beginning to furnish a career. 

This is a condition of things in itself favourable to economic 
studies. It has its drawbacks indeed, and I feel personally and 
painfully enough the dangers of academic life. We must all be 
aware how much we owe to writers unhampered by the duties of 
the professional teacher of economics—to men like Mr. Seebohm, 
Mr. Booth, Mr. Rowntree, Mr. Palgrave, Mr. Webb, Mr. 
Hobson, Mr. Money, and Mr. Welsford, to mention but a few 
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among them. But such non-academic work involves either the 
possession of private means or the pursuit of some other and 
remunerative occupation, such as journalism. And grateful as 
we must be for all original and stimulating contributions to know- 
ledge, we cannot be so confident, either in the supply of men of 
means with scholarly interests or in the ability of journalists to 
overcome partisan predilection, as to dispense willingly with a 
reasonably large contingent of professed economists within the 
Universities. 

The revival of economic studies in Great Britain of late years 
has been due to the almost unconscious convergence of several 
influences. On the one side has been the growing interest in 
what are called ‘‘ social questions,’’ and, combined with this, a 
perception of the need for more systematic training for that work 
of municipal and political administration which is every day 
embracing a larger part of the national activity. It is to motives 
like these that was due the foundation of the London School of 
Economics. ‘Too much credit can scarcely be given to those who, 
whatever their own economic views, had the statesmanlike 
courage to found an institution distinguished from the first by 
the largest impartiality, or to the first director, Mr. Hewins, who 
conducted it through the difficult years of its infancy. Coming 
from another side there has been a realisation of the need for 
systematic training for commercial careers—the conviction to 
which have been due the new Faculties of Commerce at Bir- 
mingham and Manchester, and the new Economics Tripos at 
Cambridge. On this aspect of the recent development, which 
naturally is to me of primary interest, I shall make only one 
comment—that I am convinced that the study of actual business 
organisation, methods, and conditions is not only desirable for 
the preparation of our future leaders of trade and industry for 
their subsequent careers ; though when we consider all that that 
means we can hardly over-estimate its importance. It is desir- 
able also for the enlargement and deepening of the purely 
scientific understanding of economic problems. To take but one 
example, the investigation of the modes of life of the working 
classes which we owe to Mr. Booth, to Mr. Rowntree, and more 
lately to Lady Bell, will have little meaning unless we can 
combine it with a study of the situation from the other end, 
from the end of the director of business operations, and can see 
how his policy is shaped, and how it affects the wurkpeople. 

May I add one concluding observation, and that not, I hope, 
in an unduly controversial spirit? When one looks back on a 
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century of economic teaching and writing, the chief lesson should, 
I feel, be one of caution and modesty, and especially when we 
approach the burning issues of our own day. We economists— 
for, whether we like it or not, we of to-day have to bear the 
sins of our predecessors—we economists have been so often in 
the wrong! On so very much that had to do with the condition 
of the great body of the people we were for half a century either 
so glaringly mistaken or so annoyingly unsympathetic that even 
to-day a man is ashamed to avow himself an economist in the face 
of an English working-class audience. And on questions of 
trade, how hasty, how superficial, seem now many of the 
opinions so confidently expressed by our predecessors in the days 
of England’s ‘‘ industrial supremacy.’’ In the present position 
of economic theory, moreover, there is everything to deter us 
from dogmatism. ‘There are, it is true, a few elementary pro- 
positions on which all who have given any systematic attention 
to the subject are agreed; but they are so very few, and they 
carry us such a little way! In various directions in economic 
literature we can find patches of systematised fact and little bits 
of general reasoning which deserve attention. The outlines, 
moreover, of our industrial history are beginning to be unveiled. 
But there is not yet—perhaps there never will be—a body of 
generally accepted economic doctrine by which every practical 
proposal can at once be tested. As Professor Marshall has truly 
said, ‘‘ the science is still almost in its infancy.’’ Surely we have 
learnt that the time for sweeping generalities has gone by. 

‘*In the world in which we live’’—the same writer has 
remarked with regard to the fundamental question of value— 
‘“every plain and simple doctrine . . . is necessarily false, and 
the greater the appearance of lucidity which is given to it by 
skilful exposition the more mischievous it is.’’ And what is true 
of the foundation is true of the superstructure. Among serious 
economists there is hardly one left who would maintain that 
theory is capable of furnishing a conclusive proof either of the 
wisdom or the unwisdom of free trade under all circumstances. 
Nothing is easier than to adduce a number of theoretic arguments 
on either side. The right decision in each case must be reached, 
not by abstract reasoning, but by estimating the concrete facts 
and probabilities which give the several arguments their due 
weight. What the Cambridge economist has pointed out so 
forcibly a few months ago with regard to economics at large is 
applicable equally to this particular topic. ‘‘ There is a general 
agreement as to the character and directions of the changes which 
various economic forces tend to produce. . . . Much less progress 
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has been made towards the quantitative determination of the rela- 
tive strength of different economic forces.’’ And this, he confesses, 
is the *‘ higher and more difficult task.’’ Meanwhile, it behoves 
each of us to make it clear that, even if he is speaking ex 
cathedra, as people say, he is still speaking in proprid persond, 
with all his limitations and unconscious bias; he is not the 
mouthpiece of Science. ; 

I venture to lay stress upon this point, because I am most 
anxious that economists—not as exponents of a unanimous 
doctrine, but as individuals who have given time and thought to 
industrial and commercial affairs—should have their just share in 
guiding national action in the future. In 1840 John Mill startled 
his utilitarian friends by the remark : ‘‘ The spirit of philosophy 
in England is rootedly sectarian,’ and in ‘‘ philosophy ’’ he in- 
cluded economics. We have seen how the Ricardian school, the 
first phase of economic orthodoxy, was in fact an appendage to 
the Liberal party of those days. It would be regrettable if an 
impression grew up to-day that economists still gave up to party 
what was meant for mankind. I recognise, of course, that the 
economist’s present attitude must be affected by his forecast of 
the future. If he thinks that all departure from the present com- 
mercial policy of this country is likely to be permanently staved 
off, then the preservation of a future influence is not an object 
worth considering. But there must be many who, as they look 
around them and reflect upon what other democracies have done 
in our own time, will confess that change is probable, much as 
they may at present be inclined to regret it. And, if so, must 
they not desire that the measures .on which the country may 
embark should receive as much competent criticism in detail as 
can possibly be directed upon them? I have always recognised 
that the strongest argument against a policy of preference is that 
it may open the door to forms of protection that are unnecessary 
and undesirable. Only a grave sense of the needs of the nation 
and empire could induce any of us to be ready to face the risk. 
But the risk could be, and ought to be, minimised by the pressure 
of competent and well-informed criticism of particular measures. 
The excesses of protection, both in the United States and in 
France, have been due, in no small degree, to the extreme doc- 
trinaire attitude of American and French economists, an attitude 
so extreme that the busy, practical world went on its way as 
though they were not. Let us hope that this country will profit 
by the warning, and that her economists will not be put out of 
court at the outset by the justifiable ascription to them from 
either side of a disqualifying bias. W. J. ASHLEY 








THE RISE AND TENDENCIES OF GERMAN 
TRANSATLANTIC ENTERPRISE 


THE year 1907 is memorable as the Centennial of a change in 
the commercial relations between Germany and the United 
Kingdom. At the end of 1806 the members of the ‘‘ Hamburg 
Court ’’ of the English ‘‘ Company of Merchant Adventurers ”’ 
had been imprisoned by the French occupants. Seeing that the 
‘* Continental System ’’ would not allow a continuation of their 
trade in 1807, they withdrew from Hamburg. This was the end 
of a settlement that had been established more than 200 years ago, 
after the decay of the Hanseatic League. It had played a most 
important part in transforming the character of the Anglo-German 
commerce, and whilst it had ceased to play an active réle it had 
remained as a token of a most remarkable development. 

Up to this time the trade relations of the German Empire, 
with the exception of a short period at the end of the eighteenth 
century, had been confined to European countries. Of its ocean 
commerce a very large part was handled by foreigners—English, 
Dutch, French, Scandinavians. 

Before the establishment of the United States, a country 
without colonies had no lawful chance for transatlantic inter- 
course, and the small and powerless German territories could not 
take the risk of secretly entering into avenues which might have 
led them into serious conflicts with the strong colonial Powers. 

The era of revolutionary wars consummated a most remark- 
able change; and by the last quinquennium of the eighteenth 
century the Hanse Towns, politically inoffensive in consequence 
of their smallness and neutrality, had become the chief marts for 
colonial wares, brought thither directly in foreign as well as in 
German bottoms. At the same time, the occupation of Amster- 
dam by the French and the suspension of cash payments by the 
Bank of England made Hamburg, with its famous bank, the 
centre of international exchanges. The residents of the small 
and conservative German harbour were surprised and somewhat 
overcome by the unexpected development, and by the sequence of 


























DEC. 1907] RISE AND TENDENCIES OF GERMAN ENTERPRISE 491 


a series of booms and crises which ensued between 1793 and 
1806. The downfall of this year demonstrated the artificial 
character of this hot-house development ; the Continental System 
and the blockade of the seven years preceding Napoleon’s down- 
fall put an almost complete stop to all kinds of maritime com- 
merece on the German coast. The fear arose that even the old 
commercial position was lost for ever. 

But as the former hopes, so now the present fears proved to 
be exaggerated. Slowly the wheels of commerce were started 
again after 1815, and it soon became apparent that some of the 
changes brought about by the turbulent period would prove to be 
permanently beneficial. The year 1808 had given independence 
to Brazil. Between 1810 and 1830 Spanish America won its 
freedom. This opened almost all of America to the free traffic 
of the world, and, full of new hope and enterprise, German 
merchants, especially of the Hanse Towns, were not slow to 
avail themselves of these opportunities. 

Commercial firms emigrated to all countries of the Western 
Hemisphere. One hundred and eighty German firms alone were 
counted in the United States after 1840. Scores of them 
acquired an important position all the way from Mexico to Chile 
and the River La Plata. About this same time a number of 
German merchants gained a hand in the Eastern trade. The 
revocation of the monopoly of the East India Company in 1815 
had created limited opportunities for competition in its domain ; 
in the twenties, German ships found access to the Chinese trade. 
A third important impetus ensued in the abolition of the colonial 
systems of almost all countries, following the English precedent 
at the middle of the century. The assertion of Soetbeer, the 
well-known economist, now covered the whole world : ‘‘ Through 
the liberation of the larger part of America from colonial ties 
Germany, so to speak, was endowed with colonies, and Hamburg 
was now enabled to win an independent share in the world’s 
commerce.”’ 

The American policy of reciprocity in shipping and the abro- 
gation of navigation laws in the leading countries favoured still 
further the rise of shipping interests in some German States; 
their trade in the ‘fifties extended to Australasia and along the 
African coast, so that before the establishment of the Empire there 
was to be found a certain amount of German trade with almost 
all countries of the world. 

It was not German traffic though; there was not a German 
flag ; it was carried on under the respective flags of Hamburg, 
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Bremen, Liibeck, Prussia, Mecklenburg, Oldenburg, and 
Hanover, &c., until, in 1867, these were replaced by the ensign 
of the North German Union and by the flag of the German 
Empire in 1871. Moreover, the trade was not completely 
German. German firms, established abroad, transacted a large 
percentage of their business, not with Germany, but with other 
countries ; for instance, German houses sent coffee from Brazil to 
New York or Havre and supplied the Brazilian market with 
cottons from Manchester, silks from Lyons, cutlery from Sheffield, 
and matches from Sweden. And, further, it was not wholly 
German in this respect, that a large share of the business was 
carried on with foreign banking facilities, under foreign in- 
surance, and, to a great extent, in foreign bottoms. 

Germans from various German States were thus busy traders 
over the world, but they represented, more or less, local interests ; 
they were not agents of a national trade, as there was not a 
German nation to represent; they were not representatives of 
large exporting industries, as there were practically no large 
industries with strong exporting interests, with the possible 
exception of the old-established and powerful linen industry. 
Germany was an exporter of agricultural products which went 
chiefly to England from the Baltic ports of Prussia. Exports of 
manufactured articles were very limited. Of the latter, a con- 
siderable share went to the transatlantic countries through 
England, which also was the first hand and medium for a large 
part of Germany’s imports of tropical and sub-tropical products. 

Nevertheless, it would be a mistake to underrate the fact that 
hundreds of German merchants and bankers thrived in trans- 
atlantic countries, and that the Germans had become accustomec 
to send their ships regularly to the farthest parts of the world. 
‘** Without the old foundation, laid chiefly under Hanseatic 
flags,’ says an article in the thirteenth volume of the publica- 
tions of the Hamburg Geographical Society, ‘‘Germany would 
not possess to-day the transoceanic trade which she now has.”’ 

The eighth decade of the nineteenth century marks the turn- 
ing-point not only in German political history, but also in the 
economic development of the country. What was initiated by 
the Zollverein in 1834 on economic lines, a national union, was 
now politically consummated. The re-occupation of two lost pro- 
vinces from France strengthened the economic activities of the 
new Empire. At about this same time the country reached a 
point in the growth of its population that was not less momentous 
than these events. At the beginning of the century there lived 
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on the soil of the present Empire little more than twenty million 
people. In 1871 their number increased to about forty-one 
millions. This was a stage of saturation that, a generation ago, 
Friedrich List had pointed out as the possible limit of density 
of population for a self-sustaining Germany. The further increase 
at once led to its transition from a grain-exporting to a grain- 
importing country. This was.a landmark in Germany’s foreign 
situation. From this time Germany had but to choose between 
the importation of food-stuffs and other necessities, or the exporta- 
tion of hundreds of thousands of her people. Whilst emigration 
for a time seemed to bid fair to assist in the solution of the 
problem, it reached its height with more than 220,000 emigrants 
in 1882, and has fallen off ever since. Itruns between 20,000 and 
40,000 a year at present. On the other hand, there has been an 
ever-increasing excess of agricultural importations, and to-day 20 
per cent. of the population of the country feed on foreign-grown 
food-stuffs, whilst more than 90 per cent. of the raw material for 
clothing comes from abroad, and an increasing number of 
imported “‘ stimulants ’’ which have in former times been con- 
sidered as luxuries have now become goods of regular consump- 
tion by the masses, risen gradually to a higher standard of life. 
Whilst in England at the end of the eighteenth or early in the 
nineteenth century the engine of capitalistic enterprise was 
started by the entrepreneur, who desired to make England the 
chief exporter of the world, to establish the wealth and power of his 
social class ; whilst it was the exporting interest that transformed 
the social fabric of England and enabled the country to support 
a rapidly rising population: it was.the importing interests of 
Germany, the necessity of feeding and employing a grown popu- 
lation, which compelled Germany to intensify her foreign activi- 
ties. It took more than twenty years for the world, yes, even for 
Germany herself, to realise the meaning of the change. Never 
before had the interior and southern parts of the country known 
what ‘‘ sea interests ’’ could mean for them. One had been accus- 
tomed to consider transoceanic enterprise as the private domain 
of the sea-coast population who were looked at as half foreigners 
—English agents with an un-German mercantile spirit, difficult 
to classify in the hierarchy of civil and military interests. Now 
the people at large became aware that the cotton crops of North 
America, India, and Egypt, the wheat, maize, and rice supply of 
these countries, of Russia, the Argentine Republic, &c., the com- 
mercial situation in America or Australia, and the resulting demand 
for steel and hardware, textiles and chemicals, had an immediate 
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effect upon the well-being of the inhabitants of Stuttgart and 
Miinchen, Liepzig and Nirnberg, Breslau and Essen; and the 
looks of transatlantic crops and international markets could exer- 
cise a stronger influence upon the economic good of German work- 
ing-men and manufacturers than the look of their Grand Duke or 
local administrative authority. 

The development itself has in no sense been artificial, nor the 
product of governmental interference, as has been often stated 
abroad. Up to a very recent date the great majority of German 
officials, trained in the views of a provincial or continental stand- 
point, have looked upon the new development with a spirit of 
dissatisfaction, if not suspicion. Seafaring interests were some- 
thing too antagonistic to their beloved methods of local regula- 
tion; and still to-day there are lively complaints going on 
amongst merchants and manufacturers that their interests are 
not properly cherished by certain classes of governmental officials. 
The German Empire has neither an independent Board of Trade 
nor a Ministry of Commerce and Navigation. Increasing attacks 
are directed by importers and exporters against its consular 
service ; and the methods are vigorously denounced by which 
officials are trained for positions concerned with industrial and 
mercantile questions. It is the spread of the mercantile spirit 
of the coasting districts, imported, I dare say, to a large extent 
from England, and raised to a high standard by its touch with 
the achievements of German technological science and training, 
that has produced new types and classes of ‘‘ captains of 
industry,’’ merchant princes, and leaders of powerful stock com- 
panies who are able to handle the great volume of modern 
German trade. 

The German nation is very young and unaccustomed to judge 
questions of international and inter-continental bearing. It wasa 
difficult task to educate it to a realisation of the fact that its 
inner and the external situation were undergoing a rapid change. 
Strong and powerful words have been used, after the fashion, by 
the way,of English and American political campaigns, to bring 
about the necessary transformation of thinking. 

During the first thirty-five years of its existence the foreign 
commerce of the Empire rose from £300,000,000 in 1872 to 
nearly £750,000,000 in 1906. Imports increased from £175,000 ,000 
to £425 ,000,000, and exports from £125,000,000 to £325 ,000,000 
This means an increase in foreign trade of 150 per 
cent., whilst the population has risen during the same period by 
20,750,000, 1.¢., less than 50 per cent. Foreign commerce, there- 
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fore, means something different to the Germany of to-day from 
what it did before the establishment of the Empire. 

In this same time the steamers of the ‘‘ commercial fleet ’’ of 
the Empire rose from 100,000 to 1,900,000 tons, whilst the sailing 
ships decreased from 900,000 to less than 500,000 tons, so that the 
carrying capacity was increased from 1,200,000 to more than 
8,000,000 tons. Of the German foreign commerce an increasing 
share, as is quite natural, is maritime commerce. Three- 
fourths of the imports come and two-thirds go by sea, and of 
these an increasing part is transacted with foreign continents. 
These, in 1906, sent £160,000,000 of merchandise as compared 
with £240,000,000, from Europe, and received £87 ,500,000 com- 
pared with £233,300,000 taken up by Europe. 

The German balance of trade has become increasingly 
negative ; whilst the difference amounted to £50,000,000 half a 
generation ago, it has risen to £100,000,000 to-day, and it rests 
almost entirely upon the differences in the trade with foreign 
continents that supply food-stuffs and raw materials. To 
English readers it is quite plain how this difference may be made 
up. It is by the income from foreign shipping, insurance, 
banking, and investments in foreign enterprise and foreign stocks 
and bonds. Recent investigations have shown that, whilst 
perhaps £20,000,000 are derived from shipping, the rest of the 
negative balance is made up by income from investments abroad 
that are figured at something like 14 milliard pounds. 
A careful review seems to prove that whilst the valua- 
tion of German colonial enterprise at the present hour cannot 
yet be put higher than £50,000,000, investments in the bonds 
and stocks of foreign transoceanic countries, including Turkey, 
amount to £200,000 ,000 out of a total of £800,000,000 of German 
foreign investments in securities ; whilst the value of the property 
of German citizens living abroad and German investments in 
transoceanic undertakings, including Turkey, may be put at about 
£450,000,000. The total of investments in foreign continents 
represents the smaller half, but no doubt the most productive part 
of German foreign investments. Without this and the chances 
for its extension, Germany could not hope to support her con- 
gested population within her present boundaries without a 
disturbance of either the social peace within or the international 
political peace. 

The number of Germans in foreign countries, outside of the 
United States and Australia, who have preserved their citizen- 
ship may be put at 500,000. Of these less than 75,000 to 80,000 
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live in transoceanic countries—small figures compared with the 
fact that the number of emigrants lost by Germany during the 
nineteenth century, with their descendants, amounts to not less 
than 25,000,000. This would seem a fatal loss but for the fact 
that the remaining population of the country has, nevertheless, 
increased during the century from 20,000,000 to more than 
60,000,000. On the other hand, valuable connections have been 
preserved by emigrants with the mother country, and the pro- 
ceeds of the income of the work of Germans abroad form a most 
valuable contribution to the national income. 

It is worth while to look at the position which the British 
Empire holds in Germany’s outdoor traffic. A considerable 
change has, no doubt, taken place. The position formerly held 
by England as the exporter of raw products from, and the 
importer of manufactured articles into Germany, as the chief 
middleman and carrier of her transatlantic trade, and as her 
banker and moneylender, does not exist any longer. To a con- 
siderable extent German transatlantic commerce has become 
independent of the services of the middleman. This is the same 
phenomenon which in many instances to-day connects the manu- 
facturer in the interior towns of England or Germany with the 
transatlantic producer and consumer directly, with the cutting 
out of the middleman in Liverpool or Hamburg and in trans- 
atlantic seaports. The increasing capital in the hands of 
German bankers has in many cases enabled her merchants to 
dispense with foreign credits. There are times now when more 
German capital seeks employment in the London markets than 
English credit is bid for by German tradesmen. 

Large amounts of high-grade manufactured goods still go 
from English centres of industry to Germany, but a large share 
of her British imports to-day consists of half-finished goods and 
raw materials, and from Greater Britain she receives imports of 
the same character and food-stuffs, whilst her exports to the 
British Empire are composed of raw materials, half-finished 
goods, and manufactures. 

The British Empire is no longer paramount, yet it leads in 
German commerce to-day as ever, in spite of all these changes. 
In 1906 it supplied more than 18 per cent. of German imports, 
£74 ,000,000, of which £41,000,000 came from the British Isles, 
whilst it took a little over 20 per cent. of German exports, 
namely, £65,000,000, of which £53,000,000 went to the British 
Isles. It is characteristic that Germany sent an excess of 
£12,000,000 to England, whilst she received an excess of 
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£21,000,000 from British colonies. The German balance of 
trade is positive with the British Isles; it is negative with the 
whole of the British Empire. 

The whole development seems to show that in more than one 
respect, on the ocean of modern economic conditions, England 
and Germany are sailing in the same boat. This explains why 
many of their interests lie in- the same direction, whilst there 
may be sometimes a certain antagonism as to the position they 
hold in respect to the accommodation available in this vessel. 
Both have to supply an increasing population with material for 
work and food, partly obtained through imports, and have to pay 
with the results of the labour of their citizens, partly in the 
form of exports of merchandise, partly through the proceeds of 
former exports invested abroad. It would seem to be a compara- 
tively simple matter when comparing the size of the world 
with England and Germany and their populations respectively, 
but for the fact that a majority of the imports required by each 
of them belong to the domain of decreasing returns, whilst a 
majority of their exports come from the domain of increasing 
returns. Considering the fact that other countries, such as Bel- 
gium, Holland, Japan, and sometimes France, live in a somewhat 
similar state to these two countries, and that the United States 
ere long will also start a policy of heavy industrial exports, and 
considering further that many other countries to-day, even 
tropical and sub-tropical States, are trying to establish modern 
industries of their own and profess their intention to manufac- 
ture at home their raw materials, the forecast of the future 
becomes complicated. German economic thought of late has, 
in consequence of these considerations, paid more attention to 
the question of foreign investments, as it will prove more and 
more difficult to find an adequate outlet for certain exports of 
internationally competing industries. 

I do not need to discuss here the standpoint taken by English 
economists in regard to their similar problems. The question 
of international competition in exports is surely an important 
one between certain industries of the two countries. It will 
become much more important, though, in respect to the rising 
industries of other, chiefly the transatlantic countries. 
On the theory of the case we have quite a numbeyx 
of learned contributions on either side in Germany, by 
Oldenberg, Wagner, Pohle, Evert, Dietzel, Huber, Gothein, 
&c. The problems involved surely | offer the perspective 
for the whole industrial situation of the twenty-first 
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century world. I shall attempt to show, though, that for 
Germany only part of her problems are transoceanic; whilst 
another large part will always be continental. For England all 
commerce is transoceanic and must become increasingly so. 
For Germany an extended transatlantic commerce is vital, but 
£155 000,000, about 40 per cent. of her imports, come from, and 
£138 ,000,000, more than 40 per cent. of her exports, go to her 
immediate neighbours on the Continent. Her capital invest- 
ments on the Continent are larger than over the seas— 
£300,000,000 or more in Russia alone. One centre of her com- 
mercial policy must always lie near the continental problems ; 
her geographical situation compels her to face continental neigh- 
bours on three sides of her boundaries and the sea on the fourth. 

As we have seen, in Germany’s maritime commercial 
relations, the British Empire ranks foremost. It is further to be 
noticed that the three foremost commercial Powers of the world— 
England, Germany, and the United States—are at the same time 
the largest suppliers to and the best customers of each other. 
This shows more plainly still how the nations are in the same boat. 

The mutual trade represents an overwhelming interest; it 
may be added that the internal well-being of each nation is most 
important for the others in consequence of modern industrial 
conditions. A flourishing home market means power of consump- 
tion. A depression necessarily means the throwing of industrial 
products on the world’s markets. This is one of the intrinsics 
of machine production. A crisis in the United States would 
mean a double bar to German transatlantic enterprise by nar- 
rowing the markets in the great Republic and _ increasing 
American competition in South America and Eastern Asia, if not 
in Europe itself. A breakdown of American prosperity might 
bring American steel to Essen and Solingen and American coal 
to Newcastle. 

I trust I have explained how the development of German 
maritime enterprise over the seas was the product of natural 
tendencies, of questions of population, and the social well-being 
of the masses; it was not the consequence of artificial inter- 
ference or of unsound thirst for adventure. It remains to say a 
few words about the special methods that prevail at present. 

We very often are told that besides governmental assistance, 
advice and even interference, the rise of this new notion of ‘‘ sea 
interests ’’ is due to the protective tariff, the Government rail- 


ways, shipping subsidies, and that special form of trusts called 
** Kartells.”’ 
As to the tariff, I beg most emphatically to disagree with the 
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view that this is entirely useful to-day for German transatlantic 
enterprise. J am not a free trader, and I was able to convince 
myself that protection twenty-five years ago did much to nourish 
weak infant industries. But as conditions stand to-day many 
German industries could do much better if free trade prevailed. 
They could hold their own at home and export more cheaply but 
for the needs of agricultural- protection for the country. An 
abolition of agricultural protection would most seriously inter- 
fere with the well-being of German agriculture and the agricul- 
tural population, which to-day still counts in its ranks more than 
20,000,000 people, and so it would directly hurt the population 
at large. It would not only damage the consumptive capacity of 
millions, but would quickly bring the country to a situation 
where it would have to fall back on gigantic agricultural imports. 
This, again, for the continental country would bring about a 
much unsafer situation than for England, with her avenues of 
commerce ever open under the protection of her fleet. 

Agricultural protection from the standpoint of transatlantic 
interest is an unavoidable evil that carries in its train the con- 
tinuation of a moderate industrial protection. 

As to transportation, Germany, no doubt, has a good and 
effective system of railways and waterways. Manufacturers and 
exporters, though accustomed to complain wherever it is possible, 
will usually admit that it is decently managed. They have been 
greatly assisted, too, by the existence of good navigable water- 
ways like the waterways of the Rhine, Weser, Elbe, Oder, &c., 
that go down from the industrial centres to the sea, and which 
have taken a prominent part in keeping the railway rates down. 
The general statement that German rates to the sea-coast are 
specially arranged for the pushing of exports very often leaves 
this fact out of consideration, and, besides, it mistakes for a pro- 
motion of the exporting interest those tendencies which aim only 
to lead German exports to German seaports instead of to the 
outlying foreign harbours of Antwerp and Rotterdam on the 
Scheld and Rhine. I may add it would surely seem to be a 
most redeeming feature of European life if a state-railway system, 
burdened with all the red-tape of bureaucratic management, were 
able to make its arrangements more beneficial to the trade of 
its country than the privately managed railway systems of 
America and England, and, nevertheless, earn a respectable and 
increasing surplus on the investment every year. 

As to German shipping, considerable in itself, though small 
as compared with the still five times larger fleet of England, it 
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may be noticed that this brings us nearer the real points. All 
German shipping is private enterprise. Only for the service to 
the Far East and Africa do German companies receive postal 
subsidies; one of them, the North German Lloyd, claims that 
even this has been a doubtful present. All the rest has been 
developed independently by the sons of the Hanse Towns. Surely 
this is an evidence of a special talent at organisation proved 
centuries ago in the Hanseatic League, suppressed systematically 
for centuries by the political decadence of the old Empire, but 
not killed. It now has witnessed a revival. 

And this leads to the last point—the question of organisation 
at large. A careful review of the activities of German enterprise 
over the seas will show its predominating importance. It 
is not through the agencies of the German Kartells 
that foreign enterprise rose or flourishes to-day. They have 
done much to strengthen German industry within the country. 
Some of them have attempted to develop an exporting policy, but 
for the large majority all interest centres almost absolutely on the 
internal market, and even to the rest exportation is only a side 
issue. As history shows, transatlantic enterprise was built up 
by individual merchants and exporting manufacturers. A few 
representatives of Kartells recently began to appear in foreign 
countries. 

Professor Sombart and myself, upon careful investigation at 
the end of the ‘nineties, found independently that the internal 
market had developed much more rapidly than exports in Ger- 
many, and the same tendency still obtains. No doubt, in times 
of crises Kartells will ‘‘dump’’; but they will do this not more, 
and in normal times will do it less than any large manufacturer 
who needs a quick realisation of his stock on hand. It may be 
different with a “‘trust’’ which can develop a more uniform 
policy of sales, but to this state very few German industries have 
risen. 

It is a well-known fact that manufacturers who have the 
safety of selling a certain amount at home at remunerative prices 
avail themselves of the freedom of exporting a surplus 4s cheaply 
as possible. Evidences of this are neither novel nor peculiar to 
Germany, but are well-known emanations of modern machine- 
produced economic conditions. 

But in two respects surely German talent of organisation has 
helped a good deal to pull up in the great international race. On 
the one hand the training in well-organised action given in the 
schools, the army, the technological schools, &c., of the country 
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has proved very helpful; though this also carries with it some 
dangers wherever individual activity is essential to foreign 
success. On the other hand, great assistance has been given in 
recent years to an extension of capitalistic enterprise by the 
extension of concentration in banking that has enabled the 
German business world to give a quicker rotation to its capital, 
small as this may be compared to the per capita wealth of 
England and France. Here, too, it is surely not Government 
assistance that has brought about the result; it is a well-known 
fact that the mistaken ‘‘ Bérsengesetz’’ has created general 
hostility among the banking fraternity, who justly claim that it 
direfully interferes with the sound development of the German 
money market at large, and especially with the foreign department 
of our Stock Exchanges. This law was a product of that govern- 
mentalism and agrarian hostility against capitalism and oceanic 
commerce which I mentioned before. From this source sprang 
a method of taxation of Stock Exchange transactions and securi- 
ties that has kept many foreign securities out of German markets. 
Those that had lost money in foreign investments cried fraud ; 
those that had made money wisely held their tongues. ‘The 
situation was made use of by such as did not want to see 
foreign capitalistic interests grow too strong. ‘The result was not 
in every respect quite what was expected. The strengthening of 
the strongest and most concentrated financial bodies, the large 
banks, could not be checked. They were able to swallow smaller 
interests and then to lend their assistance to the promotion of 
foreign enterprise. The old German private banker was 
swallowed up by large concerns, and this extended to German 
bankers abroad—German bankers in transatlantic places 
awoke to find at their door a branch of one of the 
ten or eleven German transatlantic banks which, on 
their part, are organs of the large German home banks in 
Berlin. ‘They had to choose between a fierce competition against 
many odds, and complete submission, which ended in absorption 
or the re-modelling of their business into an agency of Central 
Banks. In this line also Germany has not reached by a long way 
what English foreign and colonial banks were able to obtain, but 
it has been a most useful help to German capitalistic growth 
nevertheless. 

To sum the whole argument: Germany has developed con- 
siderable interests beyond the seas. They are vital for the pre- 
servation of the home status. She has been able to build them 
up with the help of her good schools and scientific institutions, 

NN 2 
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enterprising sons, a good talent for industrial organisation at 
home, and a good system of transportation there and abroad. 
We may add a talent for languages and adaptation to the habits 
and wants of foreign countries, a re-awakening of the adventur- 
ous spirit of the seafaring sons of the Hanseatic League. And 
we may further add a removal of many of the hindrances that 
the political disunion and an unfortunate system of territorial 
government had for centuries thrown in the way of all attempts 
at an economic revival. The year 1871 brought, with the estab- 
lishment of the Empire, a political system more appropriate to 
the requirements of modern economic structure. 

It has been more by the removal of a number of hindrances 
than by positive assistance from the Government that the 
present position in international enterprise has been attained. 
Practical men were not led into this by fantastic ideas of world 
power, but by plain considerations of the economic and social 
requirements of the resurrected nation. It ought to be noticed 
that all these interests are considerable to-day; nevertheless, 
they are widely surpassed by England. They have been much 
spoken of within the last twenty years, because in many regions 
they represented something novel, and parties that were met by 
their competition cried out against them, whilst those to whom 
their appearance proved useful remained quiet. When, in 
Germany, a political compaign was started to turn the 
people’s attention towards these new interests, they were shown 
to them, of course, through a magnifying glass; and the world 
or the competitors pretended to believe this to be the real size 
of the picture. Germany had to make up something on the 
ocean, and, I think, she has done it in a measure nearly 
sufficient to the requirements of her economic condition. If she 
can feel sure of that final basis of Pitt’s statesmanship—safety 
—she has attained a state of relative saturation in maritime 
matters; i.e., there is no reason why in commerce or shipping 
or transatlantic investments she should proceed more rapidly than 
England. 

Germany has a future on the water, and she must have it 
for the reasons which I have elaborated. This future and her 
coast-line must be protected and kept open, and, therefore, she 
had to establish that insurance institution for marine values—a 
strong fleet. But her geographical situation will, under the 
assumption that she is safe in this one vital respect, always put 
before her a number of other questions of a no less vital 
character. Germany is surrounded by other countries with a 
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dense population, the majority of them different in nationality. 
Whilst in the South France has lost a good deal of her aggres- 
siveness in consequence of the retarding increase in her population, 
in the East a strong pressure has risen from the Polish quarters, a 
revival of the almost never-ceasing tendencies of ‘‘ migration to 
the West ’’ that has filled the history of the last sixteen centuries. 
The fact is most momentous, that not beyond the frontiers, but 
in Prussia, the Polish question lifts its head and Slavic tribes 
attempt to reconquer the old settled German soil of Silesia; yes, 
even the two provinces of Prussia and parts of Pomerania. 
Whilst hundreds of thousands of emigrants have left Germany 
for over-sea lands, tens of thousands of Polish agricultural 
labourers must be imported yearly to do the work on the estates 
and farms of Eastern and Central Germany. The rise of the 
Slavic wave is also proved by the fact that thousands of the 
inhabitants of old German settlements in Russia remigrate to 
and through their forefathers’ country. These and some other 
considerations will require the most careful treatment of 
Eastern frontier questions by German statesmen in the imme- 
diate future ; and for generations to come it will require all the 
national energy and power of population of the people of 
Germany to stem that tide. 

Germany must attempt to increase her transatlantic enter- 
prise normally, to develop the productiveness of her colonies 
along the lines of tropical and sub-tropical raw production, and 
the searching for mining treasures, and the consumptive capacity 
of the native inhabitants. She must show the flag of her 
merchantmen in all ports of the globe, and must be able to 
protect it as well as the population of her coasts. But the 
policy of Germany will for ever be primarily connected with 
continental issues. Only with the assistance of her sea interests 
will she be able to support herself and follow her vocation; the 
innermost destiny of the country, though, will always be inter- 
woven with continental problems. 

E. vOoN HALLE 








ECONOMIC THEORY AND PROPOSALS FOR A 
LEGAL MINIMUM WAGE 


THE place of pure theory in the discussion of proposals to estab- 
lish a minimum wage may not be very extensive, but it is clearly 
marked. Much of the argument now being urged in favour of 
the proposals consists of novel economic doctrines, such as that of 
‘parasitic trades,’’ which need to be examined. Beyond this, 
theory suggests the issues upon which light is needed, and helps 
us to realise what is important and what is unimportant in the 
experiments in Australasia. 

Advocates of a legal minimum wage suggest two lines of 
policy. The first is to deal with each trade separately, the system 
adopted in Victoria. A number of the sweated trades are picked 
out and wages boards established for each. These boards deter- 
mine the minimum wage for each trade, after considering its 
special conditions. Hence there may be a different minimum for 
different trades. There is, however, a second method, advocated 
by Mr. and Mrs. Webb in their Industrial Democracy. This is 
to enact a general minimum wage determined by physiological 
considerations. The wage is to be enforced not only on a certain 
group of trades, but on all trades without distinction, as are the 
minimum requirements of the Factory Acts. 

Beginning our inquiry by examining the first case, we will 
attempt to analyse the results of fixing a minimum in any trade 
or group of trades. We may assume for the present that the 
efficiency of both wage-earners and employers is the same both 
before and after the enactment of the minimum. Considerations 
arising from the possibility that the enactment will cause a 
change in their industrial character we will postpone until later. 

If the minimum is no higher than the wage of the lowest paid 
workers would have been without a minimum, it obviously has 
no effect. If it is higher, the increased wage must come from 
somewhere. ‘There seem to be three possible sources from which 
it may be derived :—(1) A fall in the wages of the more highly 
paid labourers; (2) an increase in the price of the commodity ; 
(3) a fall in profits. The least likely source has been mentioned 
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first in order to deal with it before proceeding to more lengthy 
discussions. Jf the wages of the more highly paid labour are 
reduced, the supply in the trade is likely to be less than would 
otherwise have been the case, and this decrease in its supply will 
tend to force its wages up again. But we may go even further, 
and say that not only will its wages be as high as before, but that 
the probability is that they will be higher. The immediate result 
will probably be an attempt on the part of employers to recoup the 
loss on those hitherto earning less than the minimum, by cutting 
down the wages of those hitherto earning more. But in the long 
run, what will be the effect on the demand for the more highly 
skilled labour? We have to take into account the ‘‘ Law of Sub- 
stitution.’” When the same results can be obtained by different 
methods, the methods most likely to survive are those which are 
most efficient in proportion to their cost. If, then, the cost of 
any one method is raised, the tendency is for a competing method 
to take its place. In the sweated trades there seems to be a very 
real competition between highly skilled labour, low skilled labour, 
and machinery. For example, in the clothing trade the competi- 
tion between factories, small workshops, and home work seems to 
resolve itself largely into a competition between fairly highly 
paid labour using much machinery and lower paid labour using 
less machinery. It seems probable, therefore, that an increase 
in the cost of the less skilled labour will stimulate the use of 
machinery and of more highly skilled labour. We will follow 
out later the results of the increase in the demand for machinery. 
At present we are only concerned to point out that the increased 
demand for the more highly skilled labour will tend to raise and 
not to lower its wages. There is therefore no reason to suppose 
that any rise in the wages of those who may benefit from a mini- 
mum wage is likely to come from the wages of those more highly 
paid. 

Turning now to the second possible source, the price of the 
commodity may be raised to a point which will cover the increased 
wage. But the effect of a rise in the price of a commodity is to 
diminish the demand for it. Mr. and Mrs. Webb, indeed, in 
their Industrial Democracy, dispute this conclusion on the grounds 
that ‘‘ it may well be that, rather than go without the particular 
commodity produced, the community would willingly pay more for 
it’’ (Industrial Democracy, Vol. II., p. 779). This statement 
may have one of two meanings. It may be read to suggest that 
the demand for the commodity may be as great after the rise 
in price as before. This is indeed theoretically possible if we 
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imagine that the commodity is one for which the demand is per- 
fectly inelastic. The argument therefore depends upon the proof 
that the trades under consideration happen to possess this unique 
peculiarity ; but this proof is not given. On the other hand, the 
statement that the community will not go without the commodity 
may merely mean that they will still want some of it. In this 
case, we need scarcely point out that this does not affect the 
conclusion that they will want less of it. 

We may expect, then, that a rise in the price of the commodity 
will lead to a decrease in the demand for it. This means that 
a certain amount of the labour and capital hitherto employed in 
the production of the commodity must seek other occupations. 
But this is likely to involve both the labourers and employers in a 
loss. Employers and labourers were presumably occupied where, 
with such choice as they had, they thought they would do the 
best for themselves. They had not considered it worth their 
while to seek other occupations of their own accord. They are 
forced to do what in their own interests they had hitherto re- 
frained from doing. It is no kindness to the workers in a trade to 
merely turn them out of it. 

It was said that ‘‘ a certain amount of labour and capital must 
seek other occupations.’’ But what amount? This cannot be 
predicted. The answer depends on the character of the demand 
for the productions of the trade affected. If the demand for 
them is very inelastic, so that a rise in their price leads to only 
a slight fallin demand, the amount of labour and capital displaced 
will be small. On the other hand, if a rise in price is followed 
by a considerable decrease in demand, a great deal of labour and 
capital must be forced out of the trade. We can only say that 
the labour and capital which will have to seek other occupations 
are indefinite in amount. 

These results can be made clear by comparing them with those 
of certain devices sometimes adopted by trade unions. Most 
economists nowadays pronounce in favour of trade unionism, but 
there is one method which they unanimously condemn—the 
device of restriction of numbers. Groups of workmen who raise 
their wages by placing unnecessary difficulties in the way of 
those who wish to enter the trade have been described as “‘ selfish 
oligarchies.’’ Their increase of wages is only secured by inflict- 
ing on their fellow-workmen in other trades a loss greater than 
their own gain. This policy, however, may be carried out in two 
ways, one less obvious but just as powerful as the other. The 
first method is, either by direct limitation of apprentices or some 
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other similar means to ensure without disguise that only a certain 
number of men shall enter the trade. But the second method is 
indirect, and consists in merely insisting on a standard rate con- 
siderably above the level which would be determined by 
free competition. This is just as effective as the first plan. The 
amount of labour which can enter the trade is strictly limited, for, 
if more than a certain supply were to enter, wages would fall below 
the limit enforced. We know that it is only in exceptional cases 
that a Trade Union can make use of this device. The pressure 
of labour into the trade is so strong that the union is not often 
powerful enough to enforce the stringent restriction necessary. 
If, however, we imagine its power to be so great that it can 
maintain the artificial wage without difficulty, we reach the posi- 
tion of the trades guarded by a legal minimum wage. It is the 
same as if they were dominated by trade unions which main- 
tained the device of restriction of numbers with a stringency equal 
to the force of law. 

Such, then, are the eventual effects, if the increased wage 
comes from an increase of price. There still remains the third 
possible source. The rise in wages may be secured at the expense 
of profits. Again, however, we must look at ultimate results. If 
the profits in these trades are diminished, property and business 
management which would otherwise have sought these trades 
will prefer more remunerative employment. This result may not, 
indeed, follow if the trades in which the minimum is enforced form 
a non-competing group, so that the supply of capital and business 
management in them does not depend on the profits which they 
obtain. We are not, however, aware that any advocate of the 
minimum wage has ever asserted that these peculiar conditions 
prevail. If, then, this possibility be passed over, the final result 
of a fall in profits will be the same as that which we have seen 
to follow from a rise in price. By diverting property and busi- 
ness management away from an industry, we decrease the supply 
of the commodities produced by the industry and we decrease 
the demand for labour in it. Hence the labour in its turn is 
diverted to other trades. Thus we are back in our former posi- 
tion. A certain amount of capital, business management, and 
labour are forced away from the trade which they chose for them- 
selves, and are compelled to seek employment elsewhere where 
their net product and remuneration are lower. 

We now come to consider the second line of policy, that of a 
general minimum imposed on all trades together. The 
same result can eventually be reached by the first method. 
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When every industry in which wages are below a certain minimum 
is brought within the operation of a wages board, as is happening 
in Victoria, the minimum wage gradually becomes universal. 
Similarly a system of compulsory arbitration, as in New Zealand, 
has the same effect, if the workers in the ill-paid trade appeal 
for arbitration, and the court in each case fixes the lowest wages 
at a certain minimum. 

No lengthy discussion is needed to trace the results which now 
follow. In all the cases which we have hitherto examined, the 
labour displaced by the enactment of a minimum wage found 
employment at a still lower wage than before in industries to 
which the enactment did not apply. Now, however, this resource 
is shut off, for it may not accept employment anywhere at less 
than the minimum wage. It must therefore remain out of em- 
ployment altogether. 

The verdict of theory is, up to this point, evident. It cannot 
be regarded as necessarily hostile to the proposals. It merely 
states that, since the enactment of a minimum wage involves the 
possibility of creating a class prevented by the State from obtain- 
ing employment, we are led on to questions of quite a different 
character, and that the problem of dealing with this class must 
be regarded as an integral part of the discussion. 

We come now to the doctrine of “‘ parasitic trades,’’ which is 
briefly as follows :—If the community were to give an annual 
bounty to all the employers in a certain industry it would be 
enabled to outstrip its rivals. The employers would gain an 
advantage analogous to a bounty if they obtained labour without 
being required to pay for it. Now, whenever employers hire men 
or women at a wage below full subsistence level they do obtain 
such a supply of unpaid labour force. Hence the trade is ‘‘ para- 
sitic ’’ in the same sense as a trade dependent upon a bounty. If, 
therefore, in the one case it would be for the benefit of the com- 
munity to cut off the bounty, we ought, in the other case, by 
enacting a minimum wage, to cut off the employment of the low- 
paid labour. 

Such is the argument. The crucial question to be examined is 
whether the trades under consideration really receive any such 
bounty. Where is the supply of unpaid labour force? Although 
the assertion of its presence is the basis of the doctrine of para- 
sitism, we cannot find any proof of its existence. This proof is 
certainly needed, for the fact that this unpaid labour is actually 
to be found in the trades which we are considering 
is denied by both theory and experience. Theory tells 
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us that the wage depends on the net product of labour. 
When the wage is below subsistence the labourers’ net 
product is correspondingly low. The trade which pays little in 
wages, therefore, obtains little in return, just as the trade which 
pays higher wages receives a greater return. In neither case does 
the trade obtain labour for which it does not pay. Experience 
fully confirms the truth of the theory. One fact which all inves- 
tigators into the conditions of these trades are agreed upon is that 
this low-paid labour is not particularly cheap at the price. The 
doctrine therefore rests upon a dictum which still remains to be 
justified. 

But there is another case to which the term is applied where 
it seems to us to be abundantly justified. Mr. and Mrs. Webb 
describe a trade as parasitic when it is supplied with successive 
relays of boys and girls who are dismissed as soon as they become 
adults. Here the analogy with a bounty holds good. If labour 
and capital have been artificially attracted into an industry by a 
bounty, its withdrawal leads the labour and capital displaced to 
produce a greater net product elsewhere. Similarly, if boys and 
girls are forced out of trades which leave them with no useful 
training when they grow up, the energies thus diverted will be 
spent in a manner which will eventually increase their value to 
the community, provided that the time is occupied in learning 
something useful. The analogy, therefore, holds good. But 
there is the sharpest distinction between this case and that of low- 
paid adults. For with the latter there is no reason to suppose 
that if they are ejected from their present trades their net product 
elsewhere will be higher. The essential condition for the truth 
of the analogy is therefore absent. 

Another frequent argument is that even though the minimum 
wage leads to a general increase in cost of production this will in 
no way injure our foreign trade, because, if the rise in prices is 
general and uniform in all the commodities of the community, the 
aggregate volume of the exports of that community will not be 
diminished merely by reason of the rise. The same reasoning has 
been used to prove that the volume of exports would not be affected 
by an increase in cost of production due to a shortening of hours. 
Briefly summed up, the argument is that international trade does 
not depend on the superiority of one country over another in rela- 
tive expense of production, but on the existence of differences 
between the relative advantage possessed by either country in 
producing various classes of its own commodities. Hence, if the 
cost of labour entered in equal proportion into the expense of pro- 
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duction of all commodities, no shortening of hours or rise of wages 
would affect the relative advantage of one occupation over another, 
and, accordingly, the total export trade would not be affected. It 
is worth while noticing to what suspicious conclusions this reason- 
ing leads. It is argued that if the price is raised by 
reducing the hours to eight our export trade remains un- 
diminished. Exactly the same reasoning, however, leads to 
the conclusion that the hours might be reduced to seven, 
six, five... ne a day, one a week, one a month, and so 
on, without affecting the volume of exports. Turning to a direct 
examination of the reasoning it seems difficult to escape the fact 
that a rise in the cost of a commodity causes, other things being 
equal, a fall in the demand for it. A rise, therefore, in the cost 
of all the commodities produced for foreign consumption will cause 
a fall in the demand for them—that is, a diminution of exports. 
It may be quite true that if the rise in cost is general and uniform 
throughout all the commodities produced by a nation, the differ- 
ences in comparative cost will not be altered and the proportion 
of home to foreign trade will remain the same. The argument 
may prove this, but it is by no means the same thing as proving 
that the exports will remain unaffected. Their volume will 
diminish owing to the diminished demand, just as will the volume 
of home consumption. The argument takes it for granted that as 
long as the commodities exported bear the same proportion to 
those retained for home consumption, the volume of these exports 
remains unaltered. This does not follow. A rise in cost of pro- 
duction will diminish the volume of both home and foreign con- 
sumption, and thus need not alter the proportion between them. 
But yet the volume of exports will be diminished. 

We now come to a different order of considerations. We have 
hitherto assumed that the efficiency of labour and capital would 
remain unaffected by the establishment of a minimum wage. But 
it is argued that this will not be the case. The most powerful 
reason for this view is the belief that if the employer paid more, the 
labour would quickly be worth more. This is certainly a tendency 
of the highest importance, but behind the argument lies the 
assumption that work will be at least as regular as before. Here, 
however, qualifications are necessary. The minimum wage will 
not have the same effect upon all those whom it touches. On the 
one hand, a certain number may receive the same employment as 
before at the higher wage, and in course of time, therefore, we 
may expect that the good results of their better fortune will show 
themselves. But, on the other hand, a certain number who were 
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in fairly regular work at a low wage, before the establishment of 
the minimum, may find that it is only at periods of some pressure 
that they are employed at the higher wage. They will obtain 
more wages on the occasions when they are in work, but at the 
cost of an increased irregularity of employment. They therefore 
are likely to be rendered even less efficient than before. How many, 
then, will be forced up and how many will be forced down? The 
answer is uncertain, too uncertain to warrant predictions either 
hostile or favourable to the minimum wage. 

These considerations also apply to the statement that although 
the minimum wage will throw a certain number of persons out of 
work we shall at any rate have all those who are inefficient 
‘‘under one hat.’’ It will be seen that they will be no more 
sharply marked off than they are at present. The numbers of 
those in regular, semi-regular, and quite irregular employment at 
the minimum wage will still fluctuate and shade off into each 
other as they do now. 

The next possible alteration in conditions is that the invention 
of improved processes will be stimulated, in order that they may 
do the work which can no longer be performed by low-paid labour. 
This result is to be welcomed, but we have to consider its effects 
on the immediate problem before us—the amount of unemploy- 
ment created by a minimum wage. In the long run, the introduc- 
tion of machinery will increase the national income and will thus 
raise the demand for all kinds of labour, as well as for land and 
capital. It will, therefore, to some extent increase the demand 
for the low-paid labour which we are considering. But, as this 
low-paid labour only obtains a share of the increased demand, in 
common with all the other factors of production in the community, 
its own gain is not very considerable. Meanwhile, it will probably 
have to bear more than its proportionate share of the loss due to 
any fluctuations which may follow the introduction of machinery. 
If the labourers whom we are considering look at the matter as 
other workmen do, they will probably not regard it as a kindness 
to them personally to stimulate the invention of machinery which 
will take the place of their labour. Although the introduction of 
the machinery increases the wealth of the community, we know 
that, unless the demand for the commodity which the machinery 
helps to produce has considerable elasticity, the labourers in the 
trade may have to bear the brunt of the change. This influence, 
therefore, is not likely to appreciably diminish the amount of un- 
employment caused by the minimum wage. 

The last possible change in conditions which we shall consider 








512 THE ECONOMIC JOURNAL [pEc., 1907 


is one which would tend to increase and not to diminish the 
amount of labour left unemployed. We have incidentally pointed 
out that there is a continual competition for work between labour 
and capital, and that under the action of the law of substitution 
that agent is used which is most efficient in proportion to its cost. 
It appears that in many sweated trades it is only by its very 
cheapness that the labour can hold its own against the competi- 
tion of capital, represented chiefly by machinery in factories. If, 
therefore, the cost of the labour is raised, the tendency will be for 
its place to be taken by capital. Many may consider that, in so 
far as this will assist the factory system in its struggle against 
small workshops and home work, the effect will be good. This 
may be so. At present, however, we are only concerned to notice 
that it will increase the probability that the labour hitherto earn- 
ing less than the minimum will be left without employment. 

Thus many of the arguments urged in favour of the proposal do 
not bear close scrutiny. Nevertheless, we have not moved away 
from the conclusion reached earlier in the article. Pure theory 
does not condemn the proposal. It merely leads to the conclusion 
that in the process of dealing with one problem we should be met 
by another. It suggests, therefore, that plans for grappling with 
this other problem are required to complete the schemes for a legal 
minimum wage. 


H. B. Lees Smitu 

















GOVERNMENT AND PUBLIC FINANCE 


THERE are from a financial point of view a variety of reasons 
why the transaction of certain affairs should become public func- 
tions. One of these reasons, and perhaps the most important, 
is the short-sightedness of the average consumer. The object of 
private undertakings is to earn a profit, or, in other words, to 
obtain for the trouble expended and the capital invested a return 
commensurate with the usual cost of such labour, and the 
customary profit on such capital. The bulk of our economic 
activities, in agriculture, industry, and commerce, is of this order, 
and it is generally taken for granted that the big profits of the 
most successful undertakings are the due reward of the superior 
quality of the services rendered. This presupposes that the con- 
sumers are the best judges of the value of the services for which 
they pay—an assumption no doubt sufficiently justified in the case 
of bread and meat, boots and clothing, and many other articles 
of daily need. But there are commodities which differ essentially 
from the common ruck, goods of a higher order, not adapted to 
the satisfaction of any material need, and therefore neither so 
universally and keenly desired, nor so judiciously appreciated. 
Nevertheless, some of these goods are so indispensable to the well- 
being of a civilised nation to-day that a wise legislature brings 
persuasion in the form of law to bear upon all citizens whose 
tastes may not lie in these directions. The leading example 
which we have in view is the case of elementary education. If 
the satisfaction of this want were left to the free play of economic 
activities, we may be sure that the supply offered would be inferior 
in quality and insufficient in quantity. The demand, on the 
other hand, would be slight and probably unintelligent. Public 
schools and compulsory attendance are the remedy for this evil. 
As however the want of popular demand for elementary educa- 
tion is due as much to poverty as to lukewarmness in the desire 
for instruction, the Government tries to temper the harshness of 
the obligation which it imposes by making the people a free gift 
of this unappreciated commodity. ‘The cost of public education 
then is borne, not by the parents of the children, but by the 
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taxpayer, and there arises a new item of expenditure which the 
public purse must find a means of covering. It is a well-known 
fact that the development of elementary education in Germany, 
more especially during the last decades, with its growing require- 
ments in the matter of salaries, buildings, educational appliances, 
baths, and so forth, constitutes an increasing stream of expendi- 
ture which has not by any means reached its maximum. 

A parallel, if not exactly similar, case is to be found in the 
higher education of that smaller section of the population which is 
composed of the well-to-do or the specially gifted of all countries. 
This need is met by the financial sacrifices which have given us 
the endowed foundations of the old and new Universities of 
England, Scotland, and Ireland, and the higher educational 
centres of the oldest States of the American Union. Or else the 
burden is still borne by the taxpayer, whose contributions main- 
tain the Universities of Germany, Switzerland, Austria, France, 
Italy, and Russia with occasional relief in the form of gifts and 
endowments, as in the German Universities and a few of the 
modern German Commercial Schools. 

Without some sacrifice on the part of the State or the munici- 
pality, or without private munificence, nothing of importance is 
achieved in the realm of education. The principle of economic 
exchange (do ut des) is insufficient to meet the need, and never more 
so than to-day. And higher education is no exception to this 
rule. The only conspicuous example of an educational institution 
achieving some degree of success on these lines is afforded by 
the Swiss boarding school for young ladies and a few High Schools 
in Belgium and France. 

There is a sufficiently easy method of escaping the financial 
burden indicated above. The State or the town may repudiate 
them as lying altogether outside its province. Hospitals, for 
example, which in German towns absorb a considerable portion 
of the public revenue, are in England exclusively dependent for 
their support on voluntary contributions. The only question is, 
which method is best adapted to obtain the end desired? The 
more convenient method of relying on voluntary support was once 
considered suitable for elementary education also, and it was not 
until the importance of universal instruction came to be realised 
that a safer and sounder method was adopted. 


II. 


There are other duties belonging to the State or the munici- 
pality which do not impose so heavy a burden on the public 
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funds as the provision of education. We refer to such under- 
takings as gasworks, waterworks, tramways, electrical supply 
works, and so forth. The older tradition of all countries had been 
to leave these matters to private enterprise ; lately, however, they 
have passed under the control of local bodies, not only in Germany 
and Switzerland, but alsoin England. To supply, free of charge, 
these services, which are by no means intended for the poorer 
classes of the population only, but are at least as useful, if not 
more so, to the well-to-do, would be wrong and unjust. Each 
class enjoys them according to its needs; it is therefore just that 
all should pay for this sort of service in proportion to the extent 
to which they avail themselves of it, and that they should pay a 
price adequate to cover the cost of the service rendered. ‘These 
undertakings therefore should not be run either at a loss or with 
a view to profit; they are withdrawn from the sphere of private 
enterprise in the first place, because it is believed that they can 
be worked better and more economically under public administra- 
tion, and, in the second place, because they are in a measure 
monopolies, and it is supposed that in such cases the interests 
of the community are most efficiently protected under a system 
of public control. 

From the financial point of view these institutions serve their 
purpose most successfully when they show neither a surplus nor 
a deficit in their yearly budget, 7.e., when they belong neither 
to the revenue nor to the expenditure side of the national account. 
This state of equilibrium is, however, occasionally influenced by 
considerations not altogether unlike those which led to the provi- 
sion of free elementary education. Public baths, for example, 
have long since been provided in some German towns, especially 
in connection with the elementary schools, at a charge which 
does not cover the cost incurred. It was hoped in this way to 
bring their use within the reach of the lowest ranks of the popu- 
lation. ‘The water companies, for similar sanitary reasons, fix the 
price of the water which they supply below the cost of production. 
So too, tramways either reduce their tariff to a rate which spells 
loss, out of consideration for the poorer class of travellers, or 
they offer their employees such favourable conditions in the mutter 
of wages or hours of work, that the receipts cannot cover ihe 
expenditure. It would, of course, be desirable in all these cases 
that - the receipts should exactly balance expenditure, so 
that the end should be attained without the financial sacrifice 
above-mentioned—desirable, that is, from the financial point of 
view, for every deficit of this nature must be made good by 
receipts from other sources. 

No. 68.—voL. XVII. 00 
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The chief and most important example of an institution as 
above described is furnished by the State railways of Germany, 
Switzerland, and other countries. These are for the most part 
organised on a basis of financial equilibrium, for the vast amount 
of capital invested in these undertakings requires an adequate 
rate of interest, and any deficit in the revenue earned must be 
made up from other quarters. The popular view that losses of 
this kind are amply justified by the indirect advantages derived 
from cheap transport is not only unwarranted, but if urged as 
a general principle, becomes fraught with grave financial dangers. 
On the other hand, the Government which sets out with the inten- 
tion of running its railways at a profit, is now almost a thing of 
the past. It is generally considered so important to provide the 
opportunities for passenger and goods traffic at cheap rates, that 
equilibrium is the principle adopted—the earnings of such an 
undertaking, it is generally agreed, shall not do more than cover 
the necessary expenditure. The practice of the world has been 
more or less in accordance with this theory. There is, however, 
one conspicuous modern exception—the Prussian State railways— 
the consideration of which is the principal aim of these pages. 


Hi. 


National institutions, the sole object of which is to earn a 
revenue, are no novelty. As an example we may quote the 
ancient French monopolies. The Government monopoly of salt 
existed in the Roman Empire, in the towns of medieval Europe, 
in France until the Revolution, in Germany until thirty years 
ago, and exists in Switzerland to this day. It is only occasion- 
ally, as for example in the Canton of Zurich, that a monopoly 
endures without serving a financial purpose. In France the 
tobacco monopoly was instituted by Colbert, abolished during the 
Revolution, and restored by a decree of Napoleon, since when 
it has remained one of the most important items in the French 
fiscal system. This monopoly is also a valuable asset in the 
budgets of other countries, such as Austria, Italy, Spain, &c. 

The monopoly of the Postal Service dates from the same 
epoch, when the growing power of the monarchy in England, 
France, Austria, and Germany asserted itself by introducing new 
monopolies with a view to financial gain. It differs, however, in 
one respect from the purely financial monopolies, such as, e.g., 
those of tobacco and salt. For these are simply a form of taxa- 
tion, while the Postal Service has always to some extent served 
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a further purpose. The Government itself required a medium for 
the transmission of its own communications (in the Roman 
Empire this was the sole object of the ‘‘ Cursus Publicus’’). 
The public also needs a service and must be provided with some 
reliable institution, to which its letters, parcels and passengers 
can be entrusted. The old fiscal character of the Post Office and 
similar institutions is being more and more abandoned by a 
certain school of economists backed by the prejudice of public 
opinion, while its other functions are brought into proportionally 
greater prominence. It has become a favourite dogma that a 
profit on the administration of the Postal Service is inconsistent 
with the object of the undertaking, and that the State is no more 
entitled to benefit from a surplus which may arise on the yearly 
income of this department, than a co-operative store, which has 
to divide its available surplus among its members at the end of 
the year. 

There is no heresy in the face of this dogma so impressive 
as the five millions sterling which the British Chancellor of the 
Exchequer annually receives from the General Post Office. The 
Radical reformers who succeeded in substituting penny postage 
for the high rates that used to be in force, are justified by the 
course of events. They maintained that the enormous increase 
in the volume of correspondence, which would follow on the 
introduction of penny postage, would prevent any material 
decrease in the profits of the department. It is true that Sir 
Rowland Hill somewhat overrated the immediate financial success 
of the facilities which he introduced. But his prophecies are all 
the more justified by the success which has been attained to-day. 

And why does the English Government—in the face of popu- 
larly accepted dogma—cling to this inconsistency? Simply 
because a branch of the national administration, whether origin- 
ally instituted with a view to financial gain or not, can become 
a suitable source of revenue, provided it succeeds in attaining this 
object with as much ease and justice and as little oppression as 
any of the ordinary methods of taxation. And the final test is 
the amount of revenue which can thus be earned, as compared 
with the yield of the alternative method of taxation. There is 
indeed no other source of revenue which yields a sum as large 
as that earned by the English Post Office under such moderate 
conditions. In no other case is the pressure so slight or the 
manner of the distribution of the burden so unexceptionable. 
And if we were seriously to consider the suppression of this profit 


and the substitution of some other form of taxatiun in order to 
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conciliate popular prejudice, we should be much puzzled to find 
a suitable alternative. We should surely not propose an increase 
in the income-tax, or in the duties on tea, beer, brandy, &c. But 
then—what ? 

It is a favourite custom to criticise all the existing sources of 
national revenue adversely by emphasising the special drawbacks 
attaching to each, but no statesman, and no one who feels in any 
way responsible for the conduct of public affairs, can afford to 
indulge in this facile criticism without at the same time pointing 
to some alternatives which are free from the disadvantages in 
question. This is the only fruitful sort of discussion, and the only 
form which deserves to be called scientific. It is therefore from 
this point of view that we must discuss the latest development of 
the Prussian Budget and the influence of the State-railway 
finance. 

It is well known that soon after the foundation of the German 
Empire a scheme was mooted to transform all the railways of 
Germany into a single Imperial system. The tradition of the 
several German States had long been in favour of centralised 
systems of communication—each State already had its high-roads, 
canals, and railways under Government control. Moreover, the 
scheme represented the absolute ideal of a railway system, since 
in this, as in all other systems of transport, whatever makes for 
unity makes for success. The scheme was wrecked by the un- 
willingness of the smaller German States to accede to so thorough- 
going a form of centralisation, although, or perhaps precisely 
because, such centralisation would have been the logical outcome 
of Imperial unity. 

The immediate consequence was the consolidation of the 
individual railway systems, which was a marked advance, espe- 
cially in the larger States. A number of the most important 
Prussian lines were owned, not by the State, but by joint-stock 
companies. ‘The majority of them belonged to the first period of 
railway construction—a time when for financial reasons the Prus- 
sian Constitution did not admit of the building of State lines. 
These railways were acquired by the Prussian Government in 
1880 by an arrangement which was absolutely voluntary on both 
sides, and at a price which not only agreed with the market price, 
but even left the shareholders a considerable margin of profit. 

The opponents of the nationalisation of railways are prone to 
contend that nationalisation spells ruin for the finances and the 
credit of a State, because the purchase of the lines requires enor- 
mous sums of capital or a disastrous resort to credit. This con- 
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tention is as old as the project of William Galt in 1843, and comes 
to the front again, after the manner of such arguments, at every 
opportunity. It did so in the Prussian Parliament about thirty 
years ago. Indeed, the Prussian Government was not at all 
disposed to urge the financial advantages of the scheme under 
consideration. It was always the interests of traffic, the 
economies likely to result from the working of the railways on 
a single unified plan, and the beneficial influence which govern- 
mental administration would exert on the tariffs, that were empha- 
sised, while it was incidentally taken for granted that the net 
result for the finances of the State would be a loss rather than 
a profit on the undertaking. 

The actual result was startlingly different. Since the year 
1882 the revenue earned by the Prussian State railways has not 
only sufficed to pay the interest on the capital and wipe out the 
debt, but over and above this, has yielded a surplus which has 
remained at the disposal of the Government for other national 
expenses. The figure of this annual surplus has steadily increased 
from £1,000,000 in the years 1882-1887 to £23,000,000 in 1905, 
and in the Budget of 1907 it is estimated at £380,000,000 
(591,000,000 marks). This amounts to very little less than three 
times the yield of the Prussian income-tax, or more than double 
the income and property-taxes taken together (£13,000,000). Yet 
these two are still the cardinal points of the Prussian fiscal system, 
and so long as the railway surplus played no very important part, 
i.e., until 1887, financiers were completely dependent on their 
productivity. The situation has been changed since 1890, when 
the railways began to contribute sums of from four to five millions 
to the national exchequer. Since then the figures have rapidly 
increased (in 1897 the surplus was ten millions), so that the grand 
total for the years 1882-1907 amounts to about £260,000,000. 

This does not mean that the financial principles which now 
prevail are any different from those which the Government pro- 
pounded thirty years ago in order to justify the nationalisation 
of the railways. The interests of traffic, which were so warmly 
and exclusively urged, as an argument in favour of the purchase 
of the railways, were not afterwards postponed to the interests of 
public finance. The Government remained loyal to its principles 
without arriére pensée, yet the above-mentioned favourable results 
were obtained. 

It must, of course, be admitted that rigid adherence to the 
greatest-interest-of-the-traffic principle pointed to the return of 
the entire surplus earned by the railway to the consumer in the 
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shape of reduced fares. The point at issue, however, is not so 
much what shall be done with the surplus as why the surplus 
exists. To this question no certain answer has as yet been found ; 
the solution is no easy matter and requires very minute researches 
into the facts to hand. In the meantime we can only resort to 
hypotheses, such as the advantages which a great railway system 
derives from a centralised administration, the superiority of 
Government control over the rule of the companies, or the enor- 
mous expansion of traffic in North Germany durng the past twenty 
years. And we must keep in mind the fact that the Prussian 
railway administration has not by any means been one of narrow- 
minded parsimony. Considerable reductions have been made in 
the rates of travel, more especially in the goods traffic, and it is 
precisely and exclusively in this department that the surplus has 
been earned. A number of new lines have been constructed, 
which have diminished the net profit of fhe whole system; the 
rolling stock, &c., has been much improved, and new stations have 
been built, to the extraordinary magnificence of some of which 
no other country can produce a parallel. 

To condemn the surplus—to regard it as a drawback to the 
nationalisation of the railways—springs from logical confusion. 
The surplus is certainly no disadvantage from the point of view of 
the national exchequer. It might be counted a disadvantage for 
the individual traveller, if we had any reason to believe that the 
companies would have supplied him with the same facilities at 
lower prices. No such reason exists. And in the absence of 
such proof, it is clearly more advantageous to the community that 
the profits deriving from the same scale of railway rates should 
find their way into the pockets of the taxpayers, rather than into 
the pockets of the shareholders. That the profits of the share- 
holders would have been forcibly reduced in favour of the public 
by any such agency as competition, public opinion, Act of Parlia- 
ment, or what not, i.e., that the shareholders would not have been 
allowed to enjoy the profit that now accrues to the State, is a 
supposition not in any way borne out by past experience. 
Whether the Pactolus of the railway profits may not, like win- 
nings at games of chance, have encouraged the Prussian Parlia- 
ment in reckless expenditure, is another question. But this, too, 
must be answered in the negative. The money has been expended 
on improved equipment for elementary education, on the Univer- 
sities, museums, and public buildings; it has been utilised in 
the interests of science and art, or for raising the salaries of the 
numerous officials in the service of the State. It is true that this 
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expenditure would not have been incurred if the only means of 
meeting it had been an increase in taxation. The question at 
issue, then, reduces itself to this: Were these new objects of 
expenditure more important than a reduction of railway rates, 
or should the railway rates have been reduced first, the other 
expenses postponed until such time as the requisite funds could 
be raised by the imposition of fresh taxes? A definite proof of 
the point is naturally somewhat difficult. But in view of the 
increasing expansion of traffic on the Prussian lines, we are of 
the opinion that the course chosen was the correct one. There 
remains, however, one problem, of which we shall proceed to 
treat. 


IV. 


Everywhere, and more especially in Germany and England, 
national expenditure increases with irresistible might. The 
glamour of wealth, the progress of inventions, the awakening of 
new needs, the spread of these through the masses of the popula- 
tion, the entire progress of culture—all these agencies have com- 
bined to produce a host of new wants in which the economy of 
States and municipalities is very intimately concerned. The most 
important item of the expenditure side of the Budget, the upkeep 
of the Army and Navy, belongs to the Empire, and the individual 
German States are therefore relieved of this burden. It is all 
the more remarkable that the peaceful needs of the several States 
nevertheless continue to make increased demands on the resources 
of the exchequer. And there is no question regarding the nature 
of the objects for which these increasing financial sacrifices are 
exacted; far from earning the description of extravagance and 
folly, they are eminently serious and worthy of consideration. 
The only problem is what form the sacrifices shall take. 

Prussia reformed her system of taxation in 1891-1893. The 
income-tax was made more productive by improved methods of 
assessment; the land-tax and house-tax were made over to the 
sphere of municipal taxation, while, on the other hand, a new 
property-tax was introduced by the State. It was categorically 
stated by the Government in power that this reform did not aim 
at raising the existing taxes, but only at making their distribution 
more equitable. Now the yield of the income-tax has more than 
doubled ; nevertheless, the figures quoted above show that it has 
failed to keep pace with the national expenditure. The gap had 
to be filled by the railway surplus—and so the profits earned by 
the Government on one of its services were substituted for direct 
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taxation on a scale quite unprecedented in the history of finance. 
This substitution is undeniably a pis-aller, and the raising of the 
income and property-taxes would have been a sounder procedure. 
Still, when we reflect that to give up the railway profits and at 
the same time to keep up the figure of our national expenditure 
would involve a doubling or trebling of the income and property- 
taxes, we get some idea of the difficulties that beset the question. 
We have a close analogy in the case of the generous sums yielded 
by certain indirect imposts, the raising of which by direct taxation 
would be a matter of much difficulty. 

This is so well recognised in Prussia that no one to-day would 
seriously suggest any alteration in the existing state of affairs. 
Nevertheless, we have now reached a point where the railway 
surplus will not admit of further levies, and any increase in expen- 
diture can only be met by a rise in direct taxation. And this 
crisis is actually upon us, for Parliament has recently voted six 
and a half million sterling for the augmentation of the salaries of 
State officials, a sum equal to about one-half the yield of the 
income and property-taxes hitherto in force. To draw further 
on the railway profits would be inconsistent with sound public 
finance. Moreover, the occasion serves us as a timely reminder 
to choose a sounder mode of taxation than the one which has been 
in use for twenty years. 

But what is sound? The circumstances which call for an 
increase in the national expenditure are characteristic and 
specially significant for the coming reform of taxation. It is pro- 
posed to increase the incomes of State officials in accordance with 
the raised standard of living which now prevails. Hundreds of 
thousands of families, whose heads earn from £100 to £500 a 
year in the service of the State, are to see their lot substantially 
improved. Is it fair to obtain the means for this improvement 
by the imposition of a new burden on the remaining citizens of 
the country whose incomes reach the same figure? And would it 
not be absolutely paradoxical to withdraw, by means of this new 
tax, a portion of their increased pay from the very persons whom 
we set out to benefit? There is only one way out of the dilemma, 
1.e., to impose the new burden on incomes of over £500 only, by 
means of a progressive scale which taxes the larger incomes, those 
above £1,000, £2,000, and so forth, with increasing percentages. 

The system which exists in Prussia at present takes its toll 
from all incomes of £45 and upwards. The minimum rate is 
% per cent. ; it rises to 3 per cent. on incomes of £450, and to a 
maximum of 4 per cent. on incomes of £5,000. A further pro- 
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perty-tax, amounting to } per thousand on capitalised values, that 
is, a moderate additional tax on that part of income which is 
interest on capital and not remuneration of effort, was introduced 
in 1893. We should recommend a considerable rise in the two 
last-named taxes, first, on the grounds of bare justice and equity ; 
secondly, as a method of equalising the indirect burden represented 
by the railway profits ; and, lastly, as compensation for the undue 
weight with which all indirect Imperial taxation presses on the 
lower classes. This pressure, we may add, will be all the greater 
when the reforms, which our fiscal system calls for in the imme- 
diate future, have been consistently carried out. 

The obstacle which lies across the path of any such reform in 
Prussian taxation is the predominant influence of the propertied 
classes in both Houses of Parliament. The only means of counter- 
acting this influence would be to reform the existing franchise, 
which would seem to have been constituted for the express pur- 
pose of protecting the interests of the propertied classes against 
the inroads of social justice. 

It is no part of our purpose, however, to probe the future in 
this direction. We have examined the existing situation in order 
to show that it was the logical outcome of the peculiar develop- 
ment of the German administration. We have seen how the 
remarkable activities of the Government led to unexpected con- 
sequences in the realm of public finance. These point the way to 
future developments which may at any moment appear in 
other countries—even in those which are at present organised 
on very different lines. It was desired to show what unexpected 
results follow from an expansion in the sphere of government, 
because this expansion probably represents the typical develop- 
ment of all civilised States in the future. 

Gustav COHN 








APPRECIATION OF MATHEMATICAL THEORIES.—II.' 































CONTINUING my examination of mathematical theories contri- 
buted to the Economic JouRNAL, I come to Prof. 8. J. Chapman’s 
article on the ‘‘ Remuneration of Employers.’’? Prof. Chapman 
takes up a question which has been agitated in recent economic 
literature,? whether the remuneration of an employer is to be 
regarded as just equal to his final productivity in the same sense as 
the remuneration of the workman, or more generally the payment 
for a unit of any agent of production. He brushes away * the more 
extreme statements of this analogy which would oblige 
us to suppose the entrepreneur’s work capable of being 
bought by the piece, like an ordinary commodity. As I under- 
stand, Prof. Chapman rightly addresses himself to this 
issue: whether, if an additional employer is taken on, the 
total product of a society tends to be increased by an amount 
that is just equal to the normal remuneration of an employer. 
It is thus that the thesis has been conceived by one of its ablest 
supporters, Prof. T. N. Carver. ‘‘ The law of marginal produc- 
tivity,’’ he says, ‘‘can be applied to the earnings of business 
management as well as to the wages of other labour. The amount 
which any individual business man can get by means of his supe- 
rior management (not through his superior bargaining capacity °) 
depends upon the amount which he can add to the product of 
the community over and above the amount which it would pro- 
duce without his help.”’ 

Assuming that there exists only one industry, and making 
other simplifications which are legitimate with reference to the 
extremely abstract proposition under consideration, Prof. Chap- 

+ See Economic JourNAL, June, 1907. 

2 See Economic JourNAL, December, 1906. 

3 For a résumé of authorities and arguments see the present writer’s article on 
“The Theory of Distribution” in the Quarterly Journal of Economics, 1904. 

4 Chapman, loc. cit., p. 528. 

5 The Distribution of Wealth, p. 263. Cp. p. 262:—“That is the amount which 
the community is able to produce with his [the business man’s] help over and above 
what it could produce without his help, and this is the only sense in which 


any factor can be said to be productive.” 
§ The parenthesis is explained by the remarks at p. 261, 
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man supposes z employers, each managing a firm in which there 
are x employés, the total number of employés in all the firms 
being constant, say c. The wage of an employé in any firm is 
the addition to the product of the firm which is made by taking 
on an additional employé; multiplying that final productivity by 
x, the number of employés in any firm, we obtain the total wages 
paid in any firm ; subtracting the total wages from the product of 
the firm, we have (making a legitimate abstraction of other agents 
of production) the profits of an employer. Prof. Chapman investi- 
gates the question, whether if the number of employers be in- 
creased from z to +1, the addition thus made to the total pro- 
duce of all the firms will be just equal to the profits of an employer. 
He finds the new and remarkable result that this equation holds 
good, so long as we abstract the effect on the organisation of 
industry which may be produced by the introduction of an entre- 
preneur. It is a nice question how far, through what range of 
instances, if may be legitimate to neglect this effect. Prof. 
Chapman is no doubt right in treating the effect as not negligible in 
general. Distinguishing the cases in which an increase of entre- 
preneurs “‘ raises or lowers the curve of marginal value of labour to 
employers,’’? he finds that the statement in question exceeds or 
falls short of the truth, according as one or other of these cases 
prevails. 

The proposition, then, is not in general true. It may still, how- 
ever, be useful. In our ignorance whether it exceeds or falls 
short of the truth, the proposition may be treated as the most 
probable general statement ; upon the principle of a priori—or un- 
verified—probability ? which was adduced in a preceding section. 


1 He uses the hard-worked terms ‘‘ increasing and diminishing” returns to 
distinguish these cases. The use of these terms is apt to breed confusion, because, 
as I have elsewhere pointed out (Economic JOURNAL, vol. ix, p. 294, and references 
there given), there are two essentially different meanings, according as that which 
diminishes (or increases) is (1) the rate at which product increases with the increase 
of means, or (2) the product divided by the means, the share of a unit factor 
of production in the product. A further sub-division is formed by the distinction 
between (a) the cases in which there is only one species of means, and (b) 
the general case of several kinds of factors. The definition of 1b is not obtained 
by mere composition from the simple case of la; the character of a maximum 
which distinguishes diminishing returns now involves an additional condition. 
Likewise 2b differs from 2a in requiring a principle of distribution among the 
different factors. 

Professor Chapman’s use of the terms x ay be referred to the heading 2b. 

2 See Economic JourNAL, vol. xvii, p. 227. The use of the term a priori 
is unhappy so far as it is employed to mean, not only, as here intended, probabilities 
established by general presumption, without specific experience, but also ‘‘ante- 
cedent” probabilities which enter into the investigation of causes (cp. Mill, Logic, 
Book III., ch. xviii). Probabilities which are @ priori in the second of these 
senses are often, but not always, a priori in the first sense. 
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This sort of usefulness proves to be less than it appears to be 
at first sight, when, pushing the investigation up to first prin- 
ciples, we consider the labour market as a species of the general 
theory of exchange. The mathematical method of presenting this 
theory may, it is hoped, become more popular now that M. De 
Foville has recognised it by employing curves of Demand and 
Supply to explain the ‘‘ mechanism of prices.’’’ M. De Foville 
would certainly not have diverged from the literary method in 
which he excels, unless, in his authoritative judgment, the advan- 
tages of the technical expression had justified the departure from 
classical usage. 

The Corn-market, M. De Foville’s illustration, is not the only 
type of market to which curves of Supply and Demand are appro- 
priate. They apply also to transactions in factors of production, 
such as the labour-market ; and not only to ‘‘ market value ’’ in 
the sense of the term which refers to short periods, but also to 
‘* natural ’’ or normal value, provided that the periods considered 
are not so long but that the dispositions, and “‘ disponibilities”” in 
M. De Foville’s phrase, may be supposed constant.2 We are 
to conceive two groups of dealers encountering each other, not 
once only, but from time to time, and ascertaining by repeated 
tentatives a rate of exchange at which a steady flow of trade is 
maintained.? With respect to this kind of exchange we may say 
of the mathematical representation, in M. De Foville’s words, 
‘This image, purely symbolical though it is, is good to keep in 
mind, because it tells us clearly and decisively (nettement) that 
in a free market there is nothing arbitrary in the formation of 
the prices.’’ That under stable conditions things tend to a definite 
level, is not the only lesson to be derived from the mathematical 
method. It is also employed to answer questions of this sort : 
If the conditions are disturbed in an assigned manner, in what 
direction will the level be altered? One example of such problems 
is afforded by the imposition of a tax; another example, by the 
addition of a new dealer on one side of the market—in the case 
before us a new entrepreneur put on the labour-market. 

To start from first principles, let us suppose the market to 
consist of a set of dealers X;, Xz, &c., on one side, and another 
set Y,, Yo, &c., on the other side; each X supplying commodity 
x in return for commodity, y, and likewise each Y supplying com- 


1 In his last book, La Monnaie, p. 150. 

2 A conception favoured by the stability of averages. 

5 Cp. Quarterly Journal of Economics, 1904, p. 187; referred to in a preceding 
section of the present paper (ante, p. 231). 
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modity y in return for z. The attainment of a determinate level 
at which exchange is maintained is explicable by two principles : 
(a) contract, and (b) competition.! 

(a) In virtue of the first principle, if any X deals exclusively 
with only one Y, they will agree to vary the terms on which they 
deal up to a limit at which further variation would cease to be 
advantageous to one or other of the parties.2, Even if one X is not 
restricted to dealing with only one Y, a similar statement still 
remains true with respect to the final increments disposed of by 
each X and Y. 

(b) Now let competition be introduced. Then, as M. De 
Foville has it, ‘‘we won’t see (on ne verra guére) transactions 
concluded simultaneously on different bases. Why should Peter 
give up for twenty francs what Paul has just sold for twenty- 
five?’’ If each X is restricted to dealing with only one Y, and, 
conversely, the number of X’s and Y’s being equal, then the 
position of one X will be as good as that of another X, and like- 
wise the positions of the Y’s will tend to equality. Yet the posi- 
tions are not determinate.® 

Now let us render competition perfect by removing this restric- 
tion. Then the conditions of equilibrium will no longer be satis- 
fied by an indefinite number of arrangements. For in general it 
will be possible for a dealer of one type or the other, e.g., an X, 
say X,, to offer his commodity x in small parcels to several Y’s 
on such terms that not only each of these Y’s disposes of a parcel 
of his y to greater advantage than before, but also the position of 
X,, as defined by the total quantity of z which he gives, and the 
total quantity of y which he receives in exchange, is bettered.‘ 
This sort of disturbance will continue until an arrangement is 
reached in which every portion of 2 is exchanged for a portion 
of y at one and the same rate; a rate such that every X gets as 
much y as he is willing to purchase, and not more than he is 
willing to purchase, at that rate ; and every Y is similarly satisfied. 

This ‘*‘ symbolical image ”’ is no doubt an artificially simplified 

1 Cp. Mathematical Psychics, by the present writer. 

2 A point on the contract-curve relating to the two parties considered (loc. cit.). 

3 If, for the sake of illustration, we suppose all the X’s to be of one type in 
respect of their dispositions or disponibilities, and likewise all the Y’s to be of one 
type (not the same as that of the X’s) then the system, which, under the supposition 
of the preceding paragraph consisted of a set of points on the contract-curve between 
an X and a Y is now reduced to a single point on the contract-curve. But that 


point is not determined without the condition of perfect competition, which is about 


to be introduced in the text. 
4 The proof primarily applicable to the simple case may be extended to the 


general case, 
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representation of the actual processes by which a uniform rate of 
exchange comes to be determined. It is thus that, in a first view 
of the molecular theory of gases, the physicist is allowed to 
imagine a system of equal perfectly elastic spheres. If we are 
to compare our theory with the hypotheses of Mathematical 
Physics, we must admit that in the economic molecular theory 
there is wanting the cogency which is conferred by a nice adapta- 
tion of premisses to conclusions. But it is worth considering 
whether our premisses, human motives evidenced by consciousness 
and sympathy, do not possess the character of a vera causa in a 
higher degree than the foundations of some received hypotheses 
as to the constitution of matter. 

The conditions which determine the equilibrium of the market 
are indicated by the curves OP and OQ in the accompanying 
figure. These are Demand and Supply curves, but not of the kind 
proposed by Cournot and accredited by M. De Foville. They 
are, rather, of the kind proposed by Professor Marshall in an 
unpublished pamphlet referred to in his Principles and in Prof. 
Pantaleoni’s Principii. In this, as in the more familiar system, 
one of the above elements represents the amount of a commodity 
supplied. But the other co-ordinate does not now represent a 
rate of exchange, but the amount supplied of another commodity. 
The explanation is most easily enunciated in the simple case in 
which one of the commodities, say y, is money.1_ Then any point, 
P, on the curve OPA indicates that Op, where p is the foot of the 
perpendicular let fall from P on OX, is the amount of x supplied 
by the X’s at a price which is equal to Pp divided by OP ; a price 
which is assigned by the angle POX.” The amount of x demanded 
by the Y’s at the same price is in O,, where O, is the foot of the 
perpendicular let fall from Ron OX. Rrmay be described as the 
amount of money supplied by the Y’s at the given price; and Pp 
as the amount of money demanded by the X’s at that price. The 
intersection of the curves indicates the terms at which Supply 
equals Demand. 

Now let us introduce the character of Distribution ; let us sup- 
pose that the 2 offered by one party is work, and the y offered 
by the other party is wages paid out of product.2 The most 
general conception would include the case in which not only each 
employer employs several employés, but each employé is free to 
work for several employers. But with reference to modern in- 


’ According to the construction of Messrs. Auspitz and Lieben. 
2 Equal to the tangent of POX. 
* Theory of Distribution (loc. cit.), p. 161. 
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dustry, it seems proper to suppose that while each master employs 
several men, no man can serve two, or more, masters. The 
limitation does not impair the essential characteristics of a market, 
provided that the number of the employers continues to be large. 
But the limitation is not entirely inoperative. For, as I have 
elsewhere argued,’ it is apt to obstruct the process by which 


Y 














x 





Paar 


workmen competing against each other lower wages.? The inci- 
dent seems to be of little practical importance, and to have no 
direct bearing on the question now at issue. But it may serve to 
render more conceivable the view which will presently be sug- 
gested : that between the position of the employé and the employer 
there may be an asymmetry to the disadvantage of the class 
usually supposed to be the most favoured—the employers. 

Let us now disturb the equilibrium which we have contem- 
plated, by introducing an additional employer. And at first let us 
abstract that effect on the organisation which Prof. Chapman has 
particularly considered. The abstract proposition which is found 
by his reasoning when that effect is neglected is now to be re- 
considered. That reasoning appears to presuppose that not only 
the total number of workmen, but also the total quantity of work 

1 Giornale degli Economisti, 1891. 

2 Consider the analysis above given (p. 527). But observe that the number of 
X’s is there supposed to be equal to that of the Y’s. When each Y employs several 


X’s, the competition of these X’s against each other, the quasi-monopolistic position 
of the Ywith whom they deal, no doubt neutralises the incident noticed in the text. 
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done, is constant. But in general this is not to be supposed. 
The raised offer on one side of the market is apt to be attended 
with an increased offer on the other side. In our figure, let OA’ 
denote the curve pertaining to the employers, varied by the intro- 
duction of an additional employer. Then A’ is the new position 
of equilibrium. Oa’ where a’ is the foot of a perpendicular (not 
shown in the figure) let fall from A’ on OX is the new quantity 
of work supplied ; greater than the old quantity Oa. To be sure, 
the curve pertaining to the employés might be shaped so that Oa’ 
would be less than Oa. But there is some reason to think that 
the shape represented in the figure is the more probable and 
typical. At any rate there is no presumption that OA’ is equal 
to Oa. 

The same result may be shown by way of symbols. The pro- 
duct of each firm is now to be regarded as a function, not only 
of x the number of employés, but also of e the average amount of 
work which they put forth, an average which may be supposed the 
same for each firm. The work put forth by each employé is 
subject to the condition that the final disutility to him of the work 
is equal to the final utility to him of the remuneration. Whence 
it follows—account being taken of the maximum condition on the 
part of the entrepreneur to which production is subject—that the 
total output of work is determined as a function of z, the number 
of entrepreneurs, and x the number of employés in each firm. 
Now the product of these two numbers is by hypothesis constant. 
Whence it is deducible that the total product (and likewise the 
remuneration of each employer) involves z, not only as before 
explicitly, but also implicitly in that EZ and e are functions of z. 
Accordingly, when the number of employers is varied from 
z to 2+1, the quantities which we have to compare receive not 
only the variation which was before considered, but also one due 
to the variation of the average work. The effect on the entre- 
preneur’s remuneration may be neglected. But the effect on the 
increase of the total product is not to be neglected. That increase 
is now greater or less than before appeared according as the 
average amount of work increases or decreases with the increased 
number of employers. With reference to modern industry there 
seems to be some ground for assuming that the increased offer of 
the employers would evoke greater energy on the part of the 
employés.! Accordingly the remuneration of the employer is less 
than it should be according to the theory under consideration. 

If the assumption is not admitted, the theory is not indeed 

1 Cp. Marshall, Principles of Economics, Book VI., ch. ii., § 3, ed. 4. 
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shown to be false. But it is shown to be more uncertain than 
at first appeared when we took account only of the uncertainty 
considered by Prof. Chapman. If it is still the most probable 
statement, yet it is less probable than appeared ; less useful as a 
typical mean of possible cases. 

It may be added that even if the theorem were accurately 
true, it would be practically unimportant. This may be shown by 
considering a case in which Prof. Chapman’s abstract reasoning 
holds good without qualification. Let the entrepreneurs be cot- 
tiers, renting a homogeneous tract of land limited in extent. If 
an additional entrepreneur is introduced, the addition to the total 
product is found by parity of reasoning to be exactly! equal to 
the remuneration of an entrepreneur. But what of that? Where 
is the consolation to the cottiers whose complaint is that their 
share of the product is so small, that ‘‘ this principle of remunera- 
tion is in itself an injustice.’’? 

So it is no eirenicon between employers and employed to affirm 
that, according to the definition of Prof. J. B. Clark, ‘‘ every 
workman gets the product of his work.’’ He is not thereby 
deterred from desiring more than what is his product according 
to that definition. ‘‘ You may call it what you please provided 
you hand it over,’’ the Socialists would say, as Mr. Cannan hap- 
pily observes.’ 

On the whole I see no reason to modify the opinion that the 
theorem in question is neither true nor important. If it could 
have been saved, it would have beon by the more abstract part of 
Professor Chapman’s brilliant reasoning. 

F. Y. EDGEWoRTH 


1 That is to within quantities which are negligible. 
2 Mill, Pol. Econ., Book II, ch. i, § 4. 
3 Quarterly Journal of Economics, ‘‘ The Division of Income,” May, 1905. 


(To be continued) 
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REVIEWS 


The Principles of Economics. Vol. I. By Prof. Alfred Marshall. 
Fifth Edition. (Macmillan and Co.) Pp. 870. 


THE editor of the Economic JouRNAL has honoured me with 
an invitation to review the fifth edition of the first volume of 
Prof. Marshall’s Principles of Economics. Hujus addictus jurare 
in verba magistri, I am suspect as an advocate against objectors, 
and unfitted for the task of criticism. But, one thing a pupil of 
Prof. Marshall may be able to do which could not be done so 
easily by anyone occupying a more detached position. In a 
work at once covering so wide a range of detail, and delving so 
deeply into principles—more particularly when that work consists 
of ‘‘foundations’’ only, upon which the superstructure has still 
to be reared—it is easy to misconceive the central idea and to 
miss the organic unity of the whole. From this kind of mis- 
interpretation, and the consequent misapplication of his doc- 
trines, one who has been taught by Prof. Marshall himself 
as well as by his writings ought at least to be free. He ought 
to be able to indicate the broad significance of this latest pre- 
sentation of those doctrines and the relation in which the new 
material that has been incorporated stands towards the old. Some- 
thing of this kind I shall endeavour, not without trembling, to 
accomplish. 

The alterations which have been introduced into the present 
edition are considerable. In the course of an interesting preface 
of ten pages their scope is explained. Many of them are con- 
cerned with arrangement, ‘‘ some discussions, which had already 
been indicated as not essential to the main drift of the volume, 
being transferred to Appendices ’’ (Preface, p. xv.). Others have 
reference to small points and technical difficulties of analysis. 
The most important, however, are (1) the remodelling of Chapters 
VIIT. to XI. of Book V. on Marginal Costs in Relation to Values, 
(2) the inclusion of a new Appendix G on The Incidence of Local 
Rates, and (3) the inclusion of a largely new Chapter XIII. of 
Book VI. on Progress in Relation to the Standards of Life. It 
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is upon this last threefold group of alterations that I desire to 
concentrate attention. For they stand in intimate relation to 
two of Prof. Marshall’s conceptions, which, while absolutely 
fundamental, have, in the view of their author, been misunder- 
stood by important writers in England and Amerca; I mean 
the conceptions of the réle played in Economics by Time, and 
by the National Dividend. ‘These two conceptions cannot, of 
course, be separated in actuality, since the National Dividend 
is incident to Time. In strictness they represent transverse 
threads of thought closely interwoven. Nevertheless, I shall claim 
the right to that much of ‘‘ abstractness’’ which will allow them 
to be separated in discussion. 

Prof. Marshall’s treatment of Time is, from some points of 
view, his most original contribution to scientific thought. Whereas 
the general idea of the National Dividend, apart from Time, 
was present in a vital, if relatively undeveloped, form to the 
mind of Adam Smith and his illustrious successors, the difficulties 
connected with Time were left by them almost wholly untouched. 
In the one case Prof. Marshall has broadened and levelled a 
road already traced ; in the other, he has broken ground that was 
practically new. It is for this reason, probably, that his doctrines 
concerning Time have been misunderstood by many hasty writers 
—Prof. Fetter, for example—and that he has found it necessary 
in successive editions to take extreme pains over their exposition. 
In his volume as it now stands, Book V. Chapters VIII. to 
XI. have been entirely recast with a view to greater lucidity, 
and their bearing upon practical problems has been displayed by 
the inclusion of the new Appendix G—largely based on the 
author’s Memorandum to the Royal Commission—upon The 
Incidence of Local Rates. They contain a sustained argument 
for ‘‘the central doctrine that interest on free capital, quasi- 
rent on old investments of capital, shade into one another 
gradually, even the rent of land being not a thing by itself, but 
the leading species of a large genus’”’ (p. 421); and they explain 
by abundant illustration the intimate dependence of the continuity 
thus traced upon the parallel continuity characteristic of the 
great variable, Time. In this way they render the fundamental 
and difficult doctrines of rent and quasi-rent thoroughly per- 
spicuous. 

Prof. Marshall’s work upon the National Dividend, though 
different in character, is perhaps even more important than his 
work on Time. To discuss it in detail within the limits of a 
review is, of course, impracticable. There is one point only 
which I should like to make. The conception of the National 
PP 2 
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Dividend is not an academic toy, but a practical instrument of 
great power designed for service in the concrete solution of social 
problems. ‘The unavoidable but regrettable delay in the appear- 
ance of Prof. Marshall’s second volume has obscured this fact. 
The purpose of the difficult analysis of Books V. and VI., to be 
fully understood, needs to be regarded in the light of its applica- 
tion. By means of the new matter introduced into Book 
VI., Chapter XIII., the workshop door is opened a little further 
than in the earlier editions, and Prof. Marshall’s engine is 
seen actually engaged upon some of the tasks for which 
it was made. The earlier discussion of the effects of various 
forms of Labour policy is considerably developed, a caution being 
incidentally introduced (p. 705) against the perverse idea of 
Mr. and Mrs. Webb that the ‘‘ marginal labourer ’’ means ‘‘ that 
worker who is so inefficient that the employer can barely be 
induced to employ him at all.’’ The National Dividend—the flow 
of economic goods and services made available during the year— 
is the centre of the whole of this reasoning. Itself a means, it 
serves, in fact, as a nucleus to which ends cohere, and in analysis, 
as a focus capable of concentrating together all discussion of 
economic forces and activities. 

Thus, it is urged that the question whether any Trade Union 
policy is anti-social cannot be answered till we know how the 
dividend is likely to be affected by it. The attitude which the 
State should adopt towards poor persons, and particularly towards 
poor children, is brought to the same test. Nor is this all. Prof. 
Marshall’s engine is turned upon the problems of Collectivism, 
and at once cuts a way to a plane of thought lying much deeper 
than those on which discussion of these problems usually pro- 
ceeds. ‘‘ Starting from the fact that the growth of the National 
Dividend depends on the continued progress of invention and 
the accumulation of superior appliances for production, we are 
bound to reflect that up to the present time nearly all of the 
innumerable inventions that have given us our command over 
Nature have been made by independent workers, and that the 
contributions from Government officials all the world over has 
been relatively small’’ (p. 712). Many of us, whether or not 
we will confess it, had, I suspect, imagined that the problem 
of collective versus private ownership turned, as regards this 
aspect of it, simply on the relative efficiency of management, 
and had not even asked ourselves the question which of the two 
systems would be likely to prove the more fruitful of ideas. It 
is by patient concentration upon the activities underlying the 
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National Dividend that deeper issues of this order are brought to 
light. The dividend constitutes the kernel of economic theory 
because—along with those moral and other aspects of practical 
problems which Prof. Marshall would be the last to neglect— 
it is the centre of sound philanthropic endeavour. It is to an 
analysis of this that we are driven when, throwing off the moral 
torpor of indolent optimism, we refuse, “‘ with our modern re- 
cources and knowledge, to look contentedly at the continued 
destruction of all that is worth having in multitudes of human 
lives,’’ and demand from social science guidance to social reform. 
A. C. Piacou 


The Woollen and Worsted Industries. By J. H. CLAPHAM. 
(London : Methuen and Co. Pp. xi. +307.) 


Pror. CLAPHAM’sS work will be especially welcome to those 
who are feeling their way to a realistic industrial morphology. 
It is a sketch rather than a finished picture ; but a sketch the lines 
of which are drawn firmly and artistically in proper proportion 
and with the right emphasis. It is to be hoped that it will stimu- 
late more research upon such material as still awaits com- 
plete examination. The volume before us is concerned entirely 
with existing facts, except that history is invoked occasionally 
when it throws an obvious light on the present situation. In 
Chapter I., the prime aim of which is to aid understanding of the 
more specifically economic topics which follow, the mechanical 
processes of manufacture are outlined. Chapter IT. is devoted to 
the raw materials and the trade in them. We learn that the 
importance of the London auctions is declining, and that the seat 
of primary sale of wool not home-grown has shifted somewhat to 
the sources of supply, with the result that the bulk of foreign pur- 
chases of English Colonial wool are not now effected on the London 
market. But there are no signs as yet of ‘‘ futures’’ in wool ap- 
pearing, though recourse is had in the West Riding to deferred 
deliveries—a natural origin of technical ‘‘futures’’ or terminal 
dealings—by traders in ‘‘ tops’’ (the name given to wool combed 
ready for spinning), and already in certain Continental top markets 
‘‘ terminal dealings,’’ properly so-called, have emerged. Students 
of markets would have been grateful for some information upon 
the organisation of top markets abroad ; also for the calculation of 
some indices of price steadiness in these markets. The latter 
would be of practical value in affording guidance to those upon 
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whose decision the further development of the English top market 
rests. It might even be worth while to calculate indices of price 
steadiness as regards tops abroad and in England. Telegraphic 
connection would, of course, hold the two sets of movements in 
correlation to some extent, but cost of transport and import duties 
would enable some independent movements to appear. Prof. 
Clapham thinks that ‘‘ price fluctuations in the organised Con- 
tinental markets are not greater than those in the unorganised 
market at Bradford ’’ (p. 115), but he is not prepared to commit 
himself to the statement that they are less. Why, we may ask, 
are ‘‘ Futures ’’ evolving in tops and not in wool? A priori one 
would have expected them earlier in wool. It is, at first blush, 
as if futures arose in bread before they were known in wheat. 
The nearer the commodity to the producer’s end in the production- 
consumption process the fewer are its varieties, the more easily 
is it graded, and the more possible, therefore, is a system of deal- 
ings extending into the future. The solution of the puzzle may 
be partly the vital importance of inspection prior to the purchase 
of wool (p. 93), but is not the inspection of tops equally requisite ? 
Probably the ultimate cause is that the dealer in wool gets it 
combed on commission, and sells as a rule tops and not wool 
—‘‘the merchants who merely buy, sort, and sell have become 
scarce’’ (p. 111). ‘‘ Futures ’’ tend to arise to enable dealers to 
hedge against the risks involved in the deferred-delivery contracts 
which they are driven into making with spinners by the trend of 
events, whereby price risks are disposed to roll on to dealers. 
Such contracts are in tops in the worsted industry, and in raw 
cotton in the cotton industry. But the puzzle is not quite cleared 
up by these considerations, for the question remains, Why is comb- 
ing done usually on commission? Does this system mark a 
transition stage, as it did in the cotton industry? or, as a matter 
of fact, is the industry of combing of such a kind that it is prose- 
cuted to the most advantage on a small scale, so that the rising 
practical man, trained to supervise detail minutely, who is as a 
rule possessed of little capital, can undertake it with the greatest 
prospects of success? Prof. Clapham has much to tell bearing 
upon this question, but as the answer, so far as it can be framed, 
is not simple, the reader must be referred for enlightenment to 
the book itself. In dwelling at such length upon marketing con- 
ditions we have thrown this review somewhat out of proportion, 
but the matters treated in the volume before us are so numerous 
that it is impossible to notice all of them adequately. We may 
mention among the other topics included under the heading of 
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‘‘ the raw materials and the trade in them,”’ the origin of the dif- 
ferent classes of wool, a comparison in respect of advantages be- 
tween English and other methods of sheep-farming, changes in 
ports of receipt, the marketing of English wool, and the activities 
of the functionaries engaged in passing the wool from growers to 
manufacturers. 

Passing on to industrial organisation, we find ourselves in a 
no less attractive field. Prof. Clapham wisely warns us at the 
outset that ‘‘ any industry the organisation of which is simple and 
rigid has either arrived at an uncommon state of perfection or is 
in danger of decay.’’ Yet tendencies may be discoverable even 
though they be hidden in a medley of intermixed effects. In the 
cotton industry they are clearly defined. In the woollen and 
worsted industries, however, greater diversity of arrangement con- 
fronts us-—‘‘ the wool-working trades are most emphatically 
neither simple nor uniform ”’ (p. 128). Undoubtedly, as our author 
suggests, two of the causes are ‘‘ the variety and intricate struc- 
ture of the goods produced ’’ (p. 126) ; and ‘‘ the very gradual way 
in which the factory system has conquered the various branches 
of the industry ’’ (p. 129). Probably another cause, which par- 
tially explains the latter, is the slow growth of the industry 
of late years, which would naturally obscure the operation of 
tendencies. Specialisation of districts is apparent, the woollen 
industry being the more scattered, but ‘‘ the lines which divide 
the various sections of the trade are seldom quite clearly drawn ”’ 
(p. 127). There is great diversity again in respect of the scale of 
production and the scope of commission work, but Prof. Clapham 
seems to hold that the small employer’s sphere of action gets 
narrower every year. Yet certain uniformities seem to be observ- 


able. ‘‘The scale of operation in woollen is generally 
smaller than in worsted and... specialisation has gone 
much further in worsted than in woollen’’ (p. 131). 


In worsted, spinning and weaving tend broadly to be separated, 
whereas in the sister branch of the industry they tend to be united, 
and customarily in conjunction with every process from opening 
the new wool or raw wool to dyeing—when the fabric is piece- 
dyed—and finishing. In some cases the ragwool itself is made on 
the premises. But to these generalisations exceptions are exceed- 
ingly numerous. The main causes of differentiation in the 
worsted branch and its absence in the woollen branch seem clear 
from the analysis on pages 140-154. Limitations of space prevent 
its repetition here. 

The remainder of the book must be only scantily noticed. 
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Under the heading of labour in the industries Prof. Clapham deals 
with the division between men’s work and women’s work, which 
is fairly well marked; the quality of the labour and degree of 
regularity of employment; wages, upon which question he 
has collected some statistical evidence first-hand; and Trade 
Unionism, which, in the West Riding, is feeble in the extreme. 
In 1904, out of 260,000 operatives, nearly 200,000 of whom were 
eighteen and over, less than 8,000 were members of Trade Unions. 
The explanation is as likely to be psychological as economic, as 
our author says. The weakness of unionism means, of course, 
less uniformity in rates and methods of paying wages than is 
found, say, in the neighbouring textile industry of Lancashire. 
Chapter VI., on the industry abroad, is necessarily sketchy. I 
must pass it over here, except to notice that in the wool-working 
trades, as well as in the cotton trade, the industrial specialism 
which follows the dividing lines between distinguishable processes 
in manufacture is far less noticeable in the United States than in 
England. ‘The inconveniences caused in America by the great 
distances between some of the factories and marketing centres 
(by the commercial activities at which alone can a differ- 
entiated industry be held together as a unity) no doubt account for 
this to some extent. Probably there is no lack in America of the 
specialism of businesses according to their products—that is to 
say, the big American factories, which in the worsted branch are 
all round the largest in the world, may turn out a relatively narrow 
range of products. Finally, in Chapter VII. the state of our 
foreign trade is scientifically described. The interest aroused by 
Prof. Clapham’s treatment of his subject must be my excuse for 
so lengthy a review. 
S. J. CHAPMAN 


Sweated Industry. By CLEMENTINA Buack. (London: Duck- 
worth and Co., 1907. Pp. xxiv.+281. 3s. 6d. net.) 


In this work, the ripe fruit of nearly twenty years’ experience 
of industrial problems, Miss Clementina Black gives a fairly wide 
and most interesting survey of the field of ‘‘ sweated ’’ or under- 
paid labour. Sweating is defined in a wide sense. The ‘‘ sweater ”’ 
is ‘‘ the employer who cuts down wages below the level of decent 
subsistence, works his operatives for excessive hours, or compels 
them to toil under insanitary conditions.’’ A description of the 
conditions of work and rates of pay in various sweated industries 
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is followed by a discussion of the degree of success attained by 
different remedial measures, whether by the extension of the 
sphere of the Factory Acts, or by the action of Trade Unions. 
A critical examination of some ‘‘ supposed remedies ’’—emigra- 
tion, thrift, and Consumers’ Leagues—leads up to a vigorous 
presentation of the argument in support of a minimum wage law. 

In the descriptive parts of the work Miss Black writes with 
unquestionable authority. Her chapters on the home workers ; 
the workers in factories and workshops; shop assistants, clerks, 
and waitresses ; traffic workers ; and, finally, wage-earning children, 
are each and all replete with information as to the actual 
conditions of work and rates of pay of the victims of the 
‘‘sweater.’’ These chapters form indeed a very useful supple- 
ment to Mr. and Mrs. Webb’s Industrial Democracy. 

By the citation of actual instances culled from her own experi- 
ence and that of other investigators, Miss Black makes it abun- 
dantly clear that in the unregulated industries, where there are 
no effective Trade Unions, and to which either the Factory Acts 
do not extend or in which evasion of their provisions is possible, 
the rates of wages are in general so low as to constitute these 
industries ‘‘ parasitic.’’ The conditions of work, too, especially 
in the case of the home worker, are a danger, not only to the 
workers themselves, but to the community in general. These evils, 
moreover, are not the result of the production of low-priced goods. 
‘“Sweated ’’ goods are not necessarily low-priced. The taint of 
the sweater is everywhere. ‘*‘ Much of the work produced by the 
underpaid is sold at a good price to the well-to-do. On the other 
hand, under a well-organised factory system, goods that are sold 
at a very low price are sometimes produced by workers receiving 
comparatively high wages.’’ Nor is the evil of ‘‘ sweating ’’ con- 
fined to this country. It appears wherever industry “is not 
either highly organised or else stringently regulated by law.”’ 

In her interesting chapter on ‘‘ How Underpayment Comes,”’ 
Miss Black is on less certain ground. Wages, it is there main- 
tained, are determined by relative needs, not by efficiency. Now 
it will be conceded that the relative rate of wages of any particular 
class depends on its relative bargaining strength, and assuredly 
the bargaining power of the ‘‘ sweated ’’ worker is weak. But 
just as the general rate of wages depends partly on the productive- 
ness of industry and partly on the bargaining strength of labour 
as a whole, so the rate of wages of any particular class is affected 
by its efficiency as well as by its bargaining power. 

Again, in dealing with Labour as a commodity, Miss Black 


ee 


ee 











540 THE ECONOMIC JOURNAL [DEC. 


maintains that the inevitable consequences of free competition 
are ‘‘impoverishment of the seller, deterioration of the product, 
and increase of human misery.’’ It would, however, seem more 
correct to attribute these evils, not to free competition, but to the 
fact that competition is not free. Free competition implies 
mobility of labour, and that is precisely what is wanting here. 
The labourer, as Professor Marshall says, is often at a disadvan- 
tage in bargaining. He is commonly poor, and has no reserve 
fund, and so cannot hold out for his price. Hence the need of 
State regulation in the shape of Truck Acts, Factory Acts, &c. 
And the need is greatest in the case of unskilled workers and 
women, among whom effective Trade Unions are difficult to form. 

The grounds of legal intervention, as Miss Black observes, 
have always been moral, ‘‘ but the results have been, not only 
morally but also economically, of immense national benefit.’’ The 
Lancashire cotton trade is the standing example of the advantages 
of regulation. The industry is the most efficient of its kind in the 
world. The English cotton manufacturer need fear no foreign 
competitor; and this pre-eminence is ascribed by Miss Black, 
following Mr. Sidney Webb, to the fact that ‘‘ the good conditions 
enforced by law and the comparatively high wage enforced by 
the Trade Unions combine to create for him the most efficient 
body of cotton workers in the world.”’ 

But there are industries, especially those carried on by home 
workers, from which sweating cannot be so readily displaced by 
Trade Union action, and to which the provisions of the Factory 
Acts have not as yet been effectively extended. To meet the 
difficulty here Miss Black advocates the adoption of a legal mini- 
mum wage, somewhat on the lines of that adopted in New 
Zealand. No one can rise from a perusal of Miss Black’s work 
without recognising the gravity of the evil and the pressing need 
of reform. But it is one thing to agree on the desirableness of a 
given end, and quite another to agree as to the best means of its 
attainment. It would be out of place here to discuss the argu- 
ments for and against a minimum wage law, but it may be 
remarked that, whether we take it in its Victorian,-or, as Miss 
Black prefers, in its New Zealand form, its success, even under 
the simple economic conditions prevailing in Australasia, is as yet 
by no means assured. And the economic conditions of this 
country are vastly more complex. ‘To us it appears that if the 
economic history of England teaches anything it is the futility of 
legislative attempts to directly regulate money wages without 
altering the economic conditions by which they are determined. 
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It is too early yet to give up hope that the gradual extension of 
the Factory Acts so as to bring the home worker effectively 
within their scope will succeed in bringing about such improved 
conditions of housing and sanitation as will afford a basis on 
which Trade Unionism can operate to raise the standard of life 
and the rate of wages. 

ArcH. B. CLARK 


From Serfdom to Socialism. By J. Ketr Harpiz, M.P. 
(London : George Allen, 1907. Pp. ix.+105. 1s. net.) 


Tus little book is Mr. Keir Hardie’s contribution to the Labour 
Ideal Series—a series the object of which, as the publisher’s 
note informs us, is “‘ to put clearly before the public a complete 
conspectus of the present policy of the English Socialists and the 
Independent Labour Party.’’ Mr. Hardie, in his ‘‘ Foreword,”’ 
disclaims the intention to write ‘‘an elaborate disquisition on the 
historical basis of Socialism, or to embody its economic theories 
and principles in a learned treatise.’’ His work is merely ‘‘a 
brief unadorned statement of the case for Socialism, easily under- 
standable by plain folk,’’ written, as he informs us, “ literally in 
the odd half-hours of a busy period in a life crowded with work.”’ 
As such, therefore, it must be judged. 

There can be no question as to the attractive qualities of Mr. 
Keir Hardie’s literary style, or the superficial persuasiveness of his 
argument. But this latter quality, it seems to us, is gained only 
by so adjusting the light and shade as to render it easy to ignore 
some inconvenient historical facts and economic principles. 

Mr. Keir Hardie makes light of those who insist on raising 
difficulties on points of detail, and whose attitude, he says, “is 
that of the man who could not see the wood for the trees.’’ Our 
own fundamental objection to his work is that it is all wood and 
no trees. At all events their outlines are vague and ill-defined. 
But the plain man to whom he appeals will insist on putting 
questions till the outlines become clearer and the trees begin to 
look a little more real and lifelike. 

Socialists, Mr. Keir Hardie tells us, seek the same end as 
Individualists like Herbert Spencer, namely, the freedom of the 
individual. They differ only as to method (p. 3). But the plain 
man distrusts that freedom of the individual which is to be secured 
through the despotic authority of the Socialist State, and may take 
leave to doubt Mr. Keir Hardie’s dictum that ‘‘ Socialism and 
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freedom ‘gang thegither.’’’ Again, we are told that the State 
in its present form is primarily concerned with the preservation 
of the rights of property (p. 8). And of Individualists Mr. Hardie 
asks : ‘‘ If the poor are to be left to struggle for existence unaided 
by the State, then why not the rich?’’ (p. 4). But, apart from 
the objection which may be legitimately taken to this rigid divi- 
sion of society into rich and poor, our author may be invited to 
consider in his next work whether, in giving security to property, 
the State is not taking the most obvious means of guaranteeing to 
the poor the fruits of their toil, and whether it is not the poor 
whom history shows to have suffered most grievously in times of 
turbulence and insecurity. 

Economists are accustomed to recognise a vital distinction 
between the gifts of nature, on the one hand, and the fruits of 
labour and saving, on the other. Mr. Hardie, however, is satisfied 
that just as the land would remain were the landlord abolished, so 
would the capital remain were the capitalist abolished (pp. 11-12). 
The distinction, nevertheless, is fundamental, as is that between 
the natural and acquired qualities of the land itself; and of this 
distinction any exposition of Socialism must take account. Well 
may Mr. Keir Hardie write: ‘‘ With the speculative side of 
Socialism the average man with us has but small concern; it is 
its common-sense which appeals to him’’ (p. 34). Incidentally 
a protest may be entered here against our author’s too frequent use 
of question-begging epithets. The capitalist is ‘‘a parasite 
(p. 5). The pursuit of self-interest is ‘‘ Mammonism”’ (p. 22), 
and the “‘ gospel of Selfishness ’’ (p. 34), and so on. 

Mr. Keir Hardie more than once refers to John Stuart Mill’s 
doubt whether mechanical invention had lightened the day’s toil 
of any human being (pp. 48,99). And he goes on to say: ‘‘ The 
social investigator of the twentieth century is prepared to affirm 
positively that the lot of the poor in normal times under Capitalism 
is worse than it ever could have been in normal times in any 
previous period in British history ’’ (pp. 48-9). If for ‘‘ social ”’ 
we read ‘‘ Socialist,’’ the statement may be accepted. Otherwise, 
it is emphatically contradicted by every recent authority. 

This leads us to note that Mr. Keir Hardie’s economic history 
is throughout in very great need of revision. It is possible to 
notice here only a few examples. He speaks of the Medieval Gilds 
as ‘‘ originally the equivalent of our modern Trade Unions’’ 
(pp. 18, 46). He cites once again that opinion of Thorold Rogers, 
which has done duty in so many Socialist speeches and pamphlets, 
that ‘‘ the fifteenth century and first quarter of the sixteenth ’’ 
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was ‘‘the golden age of the English labourer’’ (pp. 45-6, cf. 
p. 80). Mr. Hardie strangely overlooks the fact that more recent 
writers, e.g., Dr. Cunningham, have shown that this view is un- 
tenable, and that, however valuable Thorold Rogers’s statistics 
may be, his deductions from them are to be received with caution. 
Similarly Mr. Hardie, again following Rogers, attributes the de- 
gradation of labour in England partly to the Tudor debasement of 
the coinage, which he speaks of as having doubled and quadrupled 
the price of food, ignoring altogether the restoration of the coinage 
by Elizabeth, and the influence on prices of the great silver dis- 
coveries of the sixteenth century (p. 47). 

Finally, Mr. Hardie finds the cause of the downfall of Rome 
in the abandonment of Communism and the growth of Capitalist 
Individualism. But a deeper study of history may serve to con- 
vince our author that the scarcity of money, and the enforced 
return to that ideal of the Socialist, a natural economy, together 
with over-organisation and consequent inefficient government and 
the growth of taxation, were not uninfluential causes in bringing 
about the ruin of the Roman Empire. 

Mr. Keir Hardie appends to his work a long list of quotations 
from writers on Socialism, and a useful bibliography, to which, 
however, we would suggest the addition of Dr. Cunningham's 
Growth of English Industry and Commerce, and Denton’s Eng- 
land in the Fifteenth Century. 

ArcH. B. CLARK 


The Socialist and the City. By FREpERIcK W. JOowETT. 
(London : George Allen. Pp. 88. Price 1s.) 


Mr. Jowett, the author of this little volume, is among the 
more thoughtful of the Independent Labour group in the House 
of Commons. His book is an eminently sane one, distinguished 
by moderation and a sense of the possibilities of the situation. 
He does not aim at setting before his readers a picture of some 
ideal Utopia. He is dealing with questions of immediate import- 
ance, and aims at supplying the Socialist who has obtained a seat 
on a town council with a practicable programme. Indeed, so far 
as the greater portion of his proposals is concerned, he would find 
few points of difference between himself and others eager for 
social reform. He feels, and feels rightly, that if Socialism is 
ever to become a working force, it must descend to mother earth 
after forsaking its haunts upon the cloud-wrapped mountains of an 
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idealised community. Few members of a town council are more 
ineffective than is the ordinary Socialist member. He is deeply 
conscious of the evils that disfigure the life of a town ; he has been 
accustomed to denounce at street corners certain classes as respon- 
sible for the wrong-doing ; and he repeats in the council chamber 
his denunciations and his pathetic descriptions of unmerited 
suffering, provoking at first sympathy, then bewilderment, and 
finally weariness. But, from lack of knowledge and inability to 
precipitate the desires of his heart into practicable measures, he 
as often as not ends his term of office without being able to single 
out any tangible result of his influence. 

To such a Socialist Mr. Jowett’s book will be of real value. 
It tells him in simple language what he ought to ask for, and why 
and how he ought to ask for it. The author explains how municipal 
improvements, whether in the shape of wider streets, increased 
parks, or improved means of locomotion, all put money into the 
pockets of the landowner ; and he enlarges on the importance of 
the town council keeping in its own hands the land it already 
possesses, and acquiring additional land when favourable oppor- 
tunities come round. Public authorities are, however, compelled 
to pay exorbitant prices, and the present methods of purchase 
need reform. He would give them power to buy land at a figure 
determined by its rateable value, allowing the owner to appeal if 
he considered the assessment too low. 

Another land reform which he advocates is the rating of sites at 
their full value, in part for the additional income it will yield, but 
mainly because it will lower the price by bringing more land into 
the market. When met with the objection that this will entail 
overcrowding the city with buildings, he replies that he would 
adopt the German policy of ‘‘town planning,’’ which rigidly 
limits the number of houses on any particular area. He argues, 
as is often argued by others, that this restriction on the use of 
land would lower the price of land; in consequence the price of 
building sites would be diminished. This is not altogether cor- 
rect. No doubt it is: true that, if we allow only a hundred people 
to the acre in a district where there would otherwise have been 
two hundred, we lower the value of land per acre, but we do not 
necessarily lower the price per site, as we at the same time reduce 
the number of possible sites by one-half. 

To relieve the overburdened ratepayer Mr. Jowett would fol- 
low the German practice of a municipal income-tax. ‘‘ The city of 
Berlin is said to raise an annual sum equal to over a million pounds 
sterling ’’ in this manner. 
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On the question of municipal trading he writes that ‘‘ the 
Socialist view of the fair way of dealing with profits on trading 
concerns is to have none—if one may be excused so paradoxical a 
statement. Fair wages and good conditions generally for the 
employés, and selling at cost, so that all may use freely the com- 
modity or service, is the nearest approach to justice in respect to 
such municipal concerns as are incapable of being used with 
equal freedom by all.’’ Owing, however, to the exigencies of 
public opinion, he would allow some profit to be made out of 
municipal undertakings. He would object to free trams, because 
‘‘ it is impossible to provide a tramway service so adjusted to the 
requirements of a large town as to give equal facilities to all.’’ 
The adoption of this principle of ‘‘ equal facilities ’’ is a dangerous 
one, as it would prohibit free parks and open spaces for games. 

In education, following Ruskin, he tells us we must forget our 
money and every material interest. The school meal, not on the 
vicious principle of picking and choosing, but offered to all as 
part of the daily curriculum, medical inspection and medical 
treatment, added to easy access to all grades of education—these 
are among his chief proposals. Curiously enough, in one so gener- 
ally well informed, he adheres to the idea of the common school, 
through which all should pass. The whole trend of education has 
been in the direction of proving that we want, not one type of 
elementary school, but at least a dozen, varying with the capacity 
of the child and the demands of the parents. Under a completely 
socialistic régime, there is no reason \yhy we should not have 
many kinds of school, some with fees and some without. Social- 
ism, as distinguished from communism, does not prescribe 
uniformity. A Socialist should no more advocate the common 
school than he should champion the common dress. A Socialist 
State would allow a parent to spend more on dress and less on 
amusements if he thought fit, least of all would it forbid him to 
limit his expenditure on education because he would thereby have 
less money to use in the purchase of, let us say, tobacco. 

R. A. Bray 


State Railways—Object-lessons from Other Lands. by EpwIN 
A. Pratt. (P.S. King and Son, 1907. Pp. 107. Price 1s.) 


It is clearly impossible to treat adequately such a controversial 
subject as the State ownership and management of railways in 
a book of this size, and Mr. Pratt makes no attempt to discuss 
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the problem on a broad basis. Half the book is occupied with a 
translation of an article published in 1896 by M. Marcel Peschaud 
on the Belgian State Railways. That article constitutes a serious 
indictment of the Belgian State Railway management, an indict- 
ment which the events of the past ten years have shown to be 
not undeserved. 

The portion of the book directly attributable to Mr. Pratt may 
be divided into two parts. First, he compares the state of affairs 
in Belgium with the conditions prevailing on British railways, 
and then he proceeds to notice various unsatisfactory features 
noticeable in different parts of the world where railways are under 
State management. It is exceedingly probable that an advocate 
of State railway management could cull as many object-lessons 
from railways under private management, if he took an equally 
wide range. Still, in collecting so many instances of unsatisfac- 
tory results discovered where railways are under State manage- 
ment, Mr. Pratt has certainly shown that State management is 
not the panacea for all ills some people would have us believe. 
The most valuable lesson, however, to be learnt from his work 
is that, if State ownership and management of railways is to 
have a reasonable chance of success, freedom from political influ- 
ence is an essential condition. 

In dealing with Belgium, Mr. Pratt has adopted a very doubt- 
ful premiss. He writes: ‘‘ If State ownership is likely to prove 
an unqualified success in any land . . . Belgium is the one. . .”’ 
The compactness of the country, the dense population, and the 
well-developed condition of industries and agriculture, combined 
with the geographical position and physical features of the 
country, are the reasons put forward in support of his view. 
Surely the correct conclusion to be drawn from these facts is that 
the railways will have short hauls and small consignments. A 
reference to the annual statistics of the Belgian State Railways 
confirms this view. The working is therefore likely to be very 
complex, and satisfactory results under State management are 
more likely to be achieved where the working is simple, i.e., with 
large consignments and a reasonable length of haul. 

The book is a useful reminder that no adequate treatise exists 
on the subject of nationalisation of railways, and it may serve as 
a guide-post to any student wishing to investigate the subject. 

W. T. STEPHENSON 
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A History of William Paterson and the Darien Company. By 
JAMES SAMUEL BarBour. (Edinburgh: Blackwood, 1907. 
Pp. viii. + 284.) 


Mr. BaRBoour is to be congratulated on the happy combination 
of two very diverse characteristics in this volume, namely, the 
giving his narrative a strong biographical interest, while at the 
same time he pays strict attention to the financial details which 
cannot be ignored in any adequate treatment of the Darien Com- 
pany. The former trait enables the story of the ill-fated venture 
to be told with a due connection between the different episodes, 
while the latter accounts for the fact that the history proper does 
not exceed 150 pp. 

The story is one which contains much of tragedy, since its 
main thread is the contrast between the high hopes of the stock- 
holders and the inevitable fate that confounded all their efforts. 
Indeed, the expectation of a Scottish colonial empire had been 
made impossible before any capital had been taken up in Scot- 
land. Mr. Barbour points out, though perhaps more importance 
might have been given to this aspect of the inception of the 
undertaking, that one influence towards its foundation was the 
struggle against the London East India Company. During the 
boom from 1692 to 1695 there had been a progression in the specu- 
lations favoured—first, treasure-seeking, next home manufac- 
tures, then (by a strange collocation) ‘‘ lotteries and banking,”’ 
and finally interloping—as it was from the latter that the Darien 
scheme arose (cf. Some Considerations on the late Act of the 
Parliament of Scotland for Constituting an Indian Company, 
1695). How incongruous this spirit was with that of Paterson 
or again with Scottish patriotism, may readily be imagined. The 
action of the English Parliament prevented Scotland from being 
used as a pawn in what was in reality a purely English struggle ; 
but, at the same time, it precluded the obtaining of adequate 
funds, and, therefore, even apart from the subsequent mismanage- 
ment, it was impossible for the project to have succeeded. It is 
these successive disasters that form the subject-matter of the 
greater part of Mr. Barbour’s book, and the remainder is com- 
posed of appendices giving the Act constituting the company, the 
list of subscribers, a reprint of a rare tract—The History of Cale- 
donia—and some documents which illustrate the preceding 
narrative. 

Short as this history is, it is accurate and covers most of the 
ground to be traversed. Within a certain field of research the 
No. 68.—voL. XVII. QQ 
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author has given practically everything of importance, and he has 
reproduced his material with a sufficient amount of picturesque 
detail but without too much. It is unfortunate that, when the 
greater part of the sources of information that are in print have 
been used so ably and carefully, the investigation was not extended 
to those in MS. also. The rough minutes of the Committee of 
Trade at the Register House afford some information as to how 
the draft Act was dealt with. The collection of the Darien MSS. 
and Papers at the Advocates’ Library contains much that is not 
referred to in the volume of the Bannatyne Club, known as the 
Darien Papers. Then at the India Office there are at least two 
volumes amongst the ‘‘Home Miscellanies’’ which on certain 
points are fuller than anything in print—the one giving the 
proceedings in Parliament which led to the subscription of capital 
in London being interdicted, and the other many particulars re- 
lating to the steps taken by the committee of management of the 
London and English East India Companies against the ships of 
the Darien Company after the failure of the last expedition to the 


isthmus. 
W. R. Scorr 


The United States Steel Corporation. By A. BERGLUND. 
(Columbia University Press, 1907.) 


THE special feature of this work is its study of the influences, 
financial and industrial, which prevailed when the Steel Trust 
was founded, and led to its institution. The four determining 
factors on which stress is laid are, first, the natural conditions 
and advantages of America in the materials of production; 
second, the special necessity for large capitals in the iron 
industry ; third, the alternations of prosperity and depression in 
the trade under competitive conditions; and fourth, the tariff. 
The co-operation of these influences is held to have evolved the 
Trust. The descriptive chapters on the capitalisation and exten- 
sion of the Trust since its foundation do not add anything to our 
knowledge, but they are lucidly and carefully written. The 
question whether the Trust can carry its high capitalisation 
depends, in the author’s view, on the future value of its ore and 
coal properties, should these materials become relatively scarce 
in America in the near future. The chapters on prices go to 
show that the Trust has pursued a moderate policy and has pre- 
vented great fluctuations ; and that the outside competition is too 
considerable to permit of monopolistic measures. Mr. 
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Berglund’s study is free from all trace of partnership, and is a 


concise and useful record of the history of the Trust. 
D. H. Maccrecor 


Roman Economic Conditions to the Close of the Republic. By 
Epmunp Henry OLIVER.. (Toronto, 1907.) 


THis study of economics under the Roman Republic is the 
work of a Canadian lecturer in history, and is published by the 
University of Toronto, of which the author was a Fellow in 
Political Science. It may be classed as an exceedingly careful, 
industrious, and, on the whole, very interesting compilation. 
It would be unfair, perhaps, to complain of it for being a mass 
of details, for that, plainly, is what its author intended it to 
be. Moreover, its style is workmanlike, and, excepting in certain 
passages—mainly dealing with agriculture—which become mere 
catalogues of articles, it is readable enough. How much of the 
undoubted interest that it excites is due to the undying attrac- 
tions of its subject, one need not try to estimate. Hnough that 
it is a sound, painstaking, absorbing monograph, which only 
occasionally may tax the patience of a reasonable student. 

Though the author quotes Pliny occasionally, Columella very 
often, and makes one or two references to Julius Cesar and 
Augustus, he does not otherwise attempt to overstep the boundary 
between Republican and Imperial Rome. This is rather unlucky, 
because it limits him to the centuries already treated of in 
Mommsen’s brilliant and vigorous economic chapters. Impar 
congressus Achill, Mr. Oliver can yet give us much of the material 
which Mommsen must have used, and add a good deal to our 
knowledge on many by no means unimportant points. 

I confess that I should have liked more information on the 
population question during the last two centuries B.c., as well 
as something more under the heads of coinage and prices. 
Furthermore, one could have wished to read rather less about 
Italy, and rather more about the provinces other than Sicily and 
Western Asia Minor. One would like to know, for instance, what 
the causes were which probably made Spain suffer less misgovern- 
ment during the last century of the Republic than such provinces 
as Sicily and Western Asia Minor. However, it is but fair to 
again admit that lack of information is not a charge to be brought 
against the book as a whole. 

Speaking broadly, while here and there Mr. Oliver may extend 
our knowledge and cause the average student to modify old im- 

QQ 2 








550 THE ECONOMIC JOURNAL [DEC. 


pressions, he does not attempt any revolutionary change of our 
views. Fascinating as the story is of the economic change of 
the Roman people from rough pastoral and agricultural simplicity 
to become the masters and financiers of the classic world, with 
wealth pouring into their coffers beyond the dreams of avarice, 
it remains in these pages, in essentials, the old story as we have 
imagined it. The agriculturists and shepherds of Rome who 
conquered Italy by hard fighting seem, from very early ages, 
to have had a keen instinct for finance, as apart from manufac- 
tures and commerce. When the conquest of Carthage and the 
Hellenic East gave them, in a single century, the control of the 
civilised and the wealth-producing world, they took to commerce 
eagerly enough. By confining the trading privileges of their pro- 
vincial subjects to specified regions, they were themselves able 
to grasp most of the inter-provincial traffic and control it, to 
their own exceeding profit. But their gains by ordinary and legi- 
timate mercantile business were probably small compared with 
the gigantic profits wrung from East and West by military exac- 
tions, by plundering Governors of the Verres type, by the farmers 
of the taxes, and, last but not least, by that numerous and highly 
organised class, the Government contractors. Polybius describes 
the Roman aristocracy and middle classes as interested in Govern- 
ment contracts to a man, a fact that accounts for the enormous 
influence of contractors on public life. In theory, after the first 
rage of conquest the sums extracted in the provinces by the Roman 
Government should have been light. Not only were direct taxes 
small, but there was no such thing as an elaborate protective 
system. The customs and harbour dues seem to have been 
imposts—what we should call revenue duties—of 24 per cent. 
to 5 per cent. 

The extortion of the Roman system was due to the presence 
everywhere of the unscrupulous middleman. Everything was 
let out to contract, and dishonesty and rapacity were well-nigh 
universal. What plunder could do was shown by Verres, who 
in three short years extracted sums equal to five millions of our 
money from the unhappy Sicilians. Other incidents enable us 
to guess what tax farming meant even in provinces not cursed 
by a monster for a Governor. Mr. Oliver goes so far as to say 
that the provinces yielded little direct profit to Rome; that most 
of them hardly paid the cost of administration. The real tribute 
levied took the form of illicit exaction and private usury. Against 
this statement, however, must be put the enormous booty brought 
to the Roman Treasury by successful generals, such as the con- 
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queror of Macedonia. It was this that enabled direct taxation 
to be abolished in Italy some forty years after Hannibal’s down- 
fall. Whatever it was that ruined Italy, from the standpoint 
of the patriot and moralist, it was not taxation; nor was it lack 
of precious metals, for so great was the stream of gold and silver 
flowing into the capital that interest there was as low as 4 per 
cent. on first-class securities. Indeed, it was the policy of Roman 
financiers to keep interest low in the City. The export of gold 
and silver was prohibited or checked, not because it was scarce, 
but from a settled purpose to make Rome what London is now, 
the world’s money market. So ruthless was the Roman deter- 
mination to keep usury at every stage in the hands of its own 
citizens, that the provinces were forbidden to send agents to 
the City to effect loans there. The whole work had to be done 
by Roman financiers. Most of this class were, of course, equites, 
but the senatorial families did their share, and that ideal Roman 
Republican, Marcus Brutus, passes across the stage as one of 
the greediest money-lenders in history. On the whole, the figure 
cut by the Roman ruling classes in Mr. Oliver’s pages is very 
far from admirable. The Roman country gentleman appears as 
the exploiter of gang slave-labour in Italy, or ‘‘ infamous for 
plundered provinces’’ abroad. It was not Hannibal’s ravages 
that exterminated the class of Italian working farmers. For 
fifty years after the battle of Metaurus, the numbers on the 
Roman Burgess rolls rather increased than diminished. The 
colonies founded by Gracchus also did much to check the national 
decay. Complete demoralisation does not seem to have set in 
until after the murder of Caius Gracchus, and it almost certainly 
was not entirely or chiefly due to taxation, slaughter, doles of 
corn, protection, lack of gold and silver, the institution of slavery, 
or the exhaustion of corn lands by bad husbandry. Mr. Oliver 
points out that Caius Gracchus did not institute gratuitous dis- 
tributions of corn. As for slavery, Italy swarmed with slaves 
long before his time, and even that irreproachable conservative 
farmer, the elder Cato, assumed that most farm work would 
and should be done by servile hands. 

The draining of freemen from Italy seems rather to have been 
due to the ruinous effects of merciless usury and land monopoly 
to the attractions offered by conquered provinces to Roman 
emigrating citizens, and to the economic competition of cheap 
provincial imports, which made certain branches of farming un- 
profitable. In what proportions these influences worked, one may 
hesitate to suggest. The result is as lamentable as it is notorious, 
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for by the time of Sulla it is probable that the slave population 
of Italy was double the number of freemen in the Peninsula. 
W. P. REEVES 


Dr. OskAR GUTHMANN. Lin Zollbiindnis zwischen Belgien und 
den Niederlanden. (Untersuchungen iiber die Handelsbe- 
ziehungen zwischen Belgien und den Niederlanden seit der 
Mitte des 19. Jahrhunderts.) Mit einem Vorwort von Prof. 
BERNHARD Harms, Jena. (Tiibingen: Laupp, 1907. One 
vol., pp. 112.) 


Tuis little work is extremely interesting in view of the present 
relations between Belgium and the Netherlands. There are 
many intelligent persons in both countries who judge that the 
time has come to re-open the question of strengthening the poli- 
tical and economic ties between them. No one contemplates the 
destruction of the work of 1830. But it is being asked whether 
the security and prosperity of the two kingdoms would not be 
considerably fortified and increased by an entente embracing a 
defensive alliance and an amalgamated tariff system. There is 
nothing new in this project, but it has only now begun to take 
definite shape. At the present moment a conference is going 
on at Brussels, in which the leaders of every political party and 
other eminent men, former Ministers and business men of both 
nations, are taking part, to open up what may be called 
official negotiations. 

On the face of it, the tariff union would seem to be both 
entirely justifiable and easy of realisation. Holland, like Belgium, 
has to suffer under the protectionism of France and Germany, 
who are not content with closing the door against them, but who 
also seek to get possession of their national markets. If these 
two small markets be taken together, we get an economic domain 
consisting of 62,500 square kilometres and of thirteen millions of 
inhabitants—an economic force of some weight. The more so 
when, at first sight, the two countries seem to complement each 
other so admirably. The Netherlands have a powerful mercantile 
navy, and have, for some centuries, been a commercial nation. 
Belgium, the prosperity of Antwerp notwithstanding, has no 
national mercantile navy. Holland is an agricultural, stock- 
breeding country, without manufactures. Belgium is _pre- 
eminently a manufacturing country ; its agriculture and its stock- 
breeding are insufficient for the national requirements. Holland 
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has long possessed fine colonies. Belgium has only incipient 
colonies, with a doubtful future. Nothing, therefore, could be 
simpler or more natural than to see these two countries allying 
themselves. Association is the strength of the weak. 

And yet, when the matter is gone into in detail, numerous 
difficulties arise. 

Curiously enough there has never hitherto been carried out a 
thorough investigation of the commercial relations between the 
two countries. This is precisely what M. Guthmann offers us 
in his book, a work compiled with all the care and the exactitude 
of an academic treatise turned out in an advanced course of politi- 
cal economy in a German university. M. Guthmann is well ac- 
quainted with all the available documents, he has worked up his 
subject on the spot and from reliable sources, and he has had the 
perseverance to make the requisite summations and percentages. 

He opens with a résumé of the commercial policy of the two 
countries during the nineteenth century and of the treaties con- 
cluded by each. He then draws a picture of the relative import- 
ance of Belgian exports to Holland and of Dutch exports to 
Belgium, based on the national statistics. Unfortunately there 
are no more defective statistics than those of Holland in this 
respect. Those of Belgium are not very perfect either; hence 
any adequate comparison between them is quite impracticable. 
M. Guthmann has toiled greatly to reach at least approximate 
results. As a controlling method he proceeds to study the varia- 
tions of exchange between the two countries, that ‘‘ barometer ’”’ 
of the respective pressure of international indebtedness. After 
devoting some pages to transit of goods and routes of commercial 
transport, he passes in review successively all the leading com- 
modities in the foreign trade of each country, examines their 
status in general commerce—the tendency in each case to develop 
or to diminish as part of the same. 

The result of these long inquiries is of great interest. Speak- 
ing generally, the reciprocal trade between the two countries is 
less important than is supposed. Dutch exports to Belgium, 
which preponderated up to 1880-90, are steadily declining (in 
favour of Germany). Belgian exports to Holland are gaining 
relatively in importance, but not to such an extent that Holland 
could not get on without Belgium, or Belgium without Holland. 
In short, neither country is indispensable to the other. And 
when we turn to their reciprocal trade, we see that they by no 
means complement each other. The importation of Dutch cattle 
is checked by the ‘‘ closed door ’’ at the Belgian frontier and by 
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the progress of internal stock-breeding. Holland has need of 
machines, but does not go to Belgium for the greater part of 
them. And so on in the case of other commodities. 

From all this M. Guthmann has no hesitation in concluding 
that a Zollverein would not yield either country the advantages 
that are expected. Whether the question be simply to abolish 
the respective custom-duties (which would be wholly to the advan- 
tage of the Netherlands), or, on the other hand, to construct a 
genuine Zollverein, he judges that Belgian manufactures could 
not possibly withdraw the Dutch market from German and Eng- 
lish manufacturers. His view is, that Holland’s centre of economic 
gravity lies in Germany. And Professor Harms draws the prac- 
tical conclusion from this inquiry by telling us, that ‘‘if Holland 
believes she requires any support in her economic relations, all 
her interests point her to Germany ’’ (p. vi.). 

Professor Harms’s ‘‘ appeal ’’ is the more amazing when we 
note how M. Guthmann (p. 105) adduces the pronounced free 
trade of Holland as a reason for anticipating difficulties in the 
way of her concluding a tariff union with Belgium. How then 
would she fare with Germany ? 

We might, for that matter, ask why master and pupil have 
stopped half-way. For is not Belgium’s economic ‘“‘ centre of 
gravity ’’’ equally in Germany, and would not the solution lie in 
Belgium, as well as Holland, entering the German Zollverein. 

One can learn a great deal from this inquiry and its commen- 
taries. Here I would only dwell on the great services rendered 
by M. Guthmann through studying in such detail the commercial 
relations between Belgium and the Netherlands. The need for 
his work was very great, and it will open the eyes of many who 
suffer themselves to be guided by appearances. May I, however, 
be permitted to say that it isa preparatory work? The question 


of tariff union is in no way thereby solved. 
ERNEST MaHAIM 


Impersonal Taxation, A Discussion of Some Rights and Wrongs 
of Governmental Revenue. By CHARLES HERBERT SwaN, of 
the Massachusetts Bar. Pp. 149. (American Academy of 
Political and Social Science. Philadelphia, 1907.) 

Internal Taxation in the Philippines. By Joun S. Horp, Col- 
lector of Internal Revenue in the Philippine Islands. (Pp. 46. 
Baltimore : Johns Hopkins Press, 1907.) 


THE two works before us form an interesting contrast, because 
whilst one gives a long and detailed discussion of the rights and 














4 


1907} SWAN: IMPERSONAL TAXATION 555 


wrongs of various forms of direct taxation, considered rather from 
a juristic than from an economic point of view, the other traces in 
the fiscal history of the Philippine Islands the growth of methods 
of taxation at once more just and more productive, and points the 
way to the perfection of the existing system. Each author treats 
only of one portion of the subject, Mr. Hord internal taxation, 
of which he, as collector, has had specific experience, and Mr. 
Swan dealing entirely with direct, and omitting indirect taxation. 
To point the contrast still further, the former, without dipping 
deeply into the moral standpoint, pictures the growth of practical 
justice, while in Impersonal Taxation ‘‘ juristic ideals’’ appear to 
clash with the best accepted social and economic canons. 

Its intellectual standpoint is almost entirely that of Herbert 
Spencer, or of John Stuart Mill, in his most individualistic 
moments. Restraints for the benefit of the restrained or a third 
party are upheld; those for the benefit of the restrainer are a 
‘‘ wrongful taking possession of a man himself.’’ And under this 
head comes much direct taxation. All such imposts would appear 
to be so, if we follow this reasoning to its logical conclusion, but on 
other grounds, taxation in certain cases or of certain forms of 
income are allowed. And such is what the author would include 
under the heading of ‘‘ Impersonal Taxation,’’ when such pay- 
ments to the State are justified by the ‘‘ existence of a funda- 
mental public interest concurrent with the public title.’’ Such, 
for instance, is a land tax, provided its imposition follows certain 
rules, one of which forbids progressive taxation. For ‘‘ land is 
the raw material of sovereignty, that is, a body of men cannot 
be called sovereign ‘‘ unless it exerts authority over some deter- 
minate territory.’’ So, in other cases, where the State can be 
shown to have a concurrent interest, as in the case of public 
franchises, such taxation is justifiable; whilst indirect taxes 
imposed on moral grounds are within its province, and enter into 
the calculation of the cost of production. The name of Imper- 
sonal Taxation is given because the tax is taken from the land or 
franchise regarded as a whole, without reference to changes in the 
actual owner. But personal taxes are those levied on the income 
of persons, or, as the author puts it, ‘‘on persons by reason of 
their income.’’ But such taxes are unjust, the exercise of a pro- 
prietary right over the taxpayer, and therefore a violation of a 
man’s freedom to make the best of himself. The English income 
tax becomes, as to many such taxes, the restoration bewailed in 
a later chapter of the feudal bondage denounced in the second, 
‘a taking away of men’s rights under colour of the King’s title.’ 
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The soundness of this reasoning, even on juristic grounds, 
founded as it is on violently individualistic premises, is more than 
doubtful, though the author puts his trust in Bractons and Black- 
stones, whom he quotes ad nauseam. Still more do they run 
counter even to the most conservative of economic theories. 
State Protection—the benefit theory is only held to justify ‘‘ the 
taxation of certain kinds of property having a public interest 
by nature,’’ which are therefore to bear the burden alone, which 
property of all kinds should share : whilst ability and revenue as 
bases of taxation are quite out of court. Far different from this 
somewhat dreamy individualism is the intensely practical char- 
acter of Mr. Hord’s work. The early forms of head tax, the 
Spanish monopoly, the injustice of which was not discovered for 
200 years, and the early mistakes of the Americans are first 
treated. Then follows the carrying of the new Internal Revenue 
Law, in spite of strong protests, which aims at exempting so far as 
possible the poor man and the small trader, and the gradual 
change of opinion as this law proved to be both just, convenient, 
and productive. Finally, Mr. Hord urges with much force the 
opening of American markets to Filipino products, at little cost to 
home producers and with immense benefit to the islands. The 
whole is clear, concise, and interesting, and the only regret is that 


the author’s space was so limited. 
N. B. DEARLE 


The Finances of Cleveland. By CHarues C. WILLIAMSON, Ph.D., 
University Fellow in Political Economy. Columbia Univer- 
sity Press. (London: P. S. King and Son. Pp. 266.) 
Price $2.00. 


A COMPREHENSIVE study of American municipal finance need- 
ing a previous treatment of that of individual towns, this book 
traces the development of the city of Cleveland from this point 
of view. Though only incorporated a city in 1836, it was by 1900 
the seventh in the States, and its finances have exhibited no 
striking feature, but rather the common spectacle of an expendi- 
ture growing more rapidly than population and wealth. Adminis- 
tration, revenue, expenditure, municipal trading, and debt are 
accorded separate treatment. The favourite Corporation tax 
makes its appearance, whilst the cigarette tax is somewhat of a 
novelty in municipal taxation. 


N. B. DEARLE 
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Trade and Currency in Early Oregon. A Study in the Commer- 
cial and Monetary History of the Pacific North-West. By 
JAMES HENRY GILBERT, Ph.D., sometime Garth Fellow in 
Economics. Columbia University Press. (London: P. 5S. 
King and Son, 1907. Pp. 126.) Price $1.00. 


TRADE development, in a State whose commerce had its origin 
in the exploitative trades—first trapping, and then gold extraction 
—is undertaken as a preliminary to the discussion of monetary 
growth. Here the author distinguishes a ‘“* beaver’’ currency 
in the days of the fur trade and squatting, which is followed by 
one of ‘‘ wheat,’’ the latter in its turn being replaced by ‘‘ gold 
dust,’’ when the interest of traders demanded a settled coinage. 
The law establishment, a State mint, being declared nugatory, 
private coinage was resorted to. Finally, the refusal to accept the 
greenback is shown to have been, together with other influence, 


a cause of the general stability of prices the State has enjoyed. 
N. B. DEARLE 


The Taxation of Corporations in Massachusetts. By Harry G. 
FRIEDMAN, Columbia University Press. (London: P. 8. 
King and Son, 1907.) Price $1.50. 


THE work before us is all the more welcome because it follows 
so closely Prof. Bulloch’s work on Taxation in Massachusetts, 
and deals in detail with that part of the tax system which the 
latter writer showed to be, though not the oldest, at least one of the 
most important sources of revenue. The system was not unknown 
prior to the Civil War, though it was not till the great growth of 
expenditures in the ’sixties that its full development was accom- 
plished. This was one of the chief causes, but another and 
equally important one was the feeling that corporate property 
escapes, through evasion and other means, its fair share of burden 
under the general property tax, and the legislators of Massachu- 
setts, untroubled by distinctions between Personal and Imper- 
sonal Taxation, or whether there was a concurrent interest held 
by the State, proceeded to make experiments with a view to 
equalising the shares paid by corporate and other forms of pro- 
perty. Various interesting measures are recorded, especially 
those dealing with the taxation of the shares of foreign com- 
panies ; but it was the spur of necessity, added to the desire for 
equality, that finally gave the corporation taxes the importance 
they now possess. The revenue that accrues provides about half 











558 THE ECONOMIC JOURNAL [DEC. 


of the State requirements, and a portion of that of the municipali- 
ties. Four chapters are devoted to the treatment of the various 
forms of the tax—namely, the General Corporation, the Bank, 
the Public Service Corporation, and the Financial Corporation 
Taxes. In each case the history of the impost is traced, its 
results balanced, and its methods criticised, and the same is 
done with the whole system in the final chapter. The criticism 
unfortunately is chiefly devoted to the justice or otherwise of 
methods of imposing the tax, though the discussion of, for in- 
stance, the advisability of using stock only rather than stock 
and bonds is interesting ; but, like Prof. Bulloch, the author does 
not give what would perhaps be most interesting to English 
readers, a criticism of the tax in the light of general economic 


theory and its place in general municipal finance. 
N. B. DEARLE 


Socialism before the French Revolution. By Wutuiam B. 
GUTHRIE, Ph.D. (New York : The Macmillan Co. ; London : 
Macmillan and Co., 1907. Pp. xviii. + 339.) 


Capital. By Kart Marx. Vol. II. The Process of Circulation 
of Capital. Edited by Frederick Engels. Translated from 
the second German edition, by Ernest Untermann. 
(Chicago: Kerr; London: Swan Sonnenschein, 1907. Pp. 
618.) 


Pictures of the Socialistic Future. By EuGENE RicHTER. Autho- 
rised translation by Henry Wright, with an introduction 
by T. Mackay. (London: Swan Sonnenschein, 1907. 
Pp. x+184.) 


Dr. GuTHRie’s work fills a gap in the history of Socialist 
thought. English readers have had little opportunity of acquaint- 
ing themselves, from other than first-hand and hardly accessible 
sources, with the development of the earlier Utopian aspect of 
Socialism that existed between the Renaissance and the French 
Revolution. In this work the Utopists have received somewhat 
the same treatment as their successors, of the Revolution and 
after, have had from Herr Anton Menger in The Right to the 
Whole Produce of Labour. 

‘* Social theory the outcome of social conditions,’ 


as Prof. 


Seligmann points out in a few preliminary pages, is intended to 
be the guiding idea of the book, and Dr. Guthrie accordingly, in 
his introduction, sketches the development of Socialist theory 


























1907] SOCIALISM BEFORE THE FRENCH REVOLUTION 559 


in its connection with contemporary thought and life. The 
writers whom he selects were too optimistic and too revolutionary 
to have much reciprocal influence on the contemporary life from 
which they took their tone. Yet despite its crudities, ‘‘ pre- 
scientific ’’ Socialism had many tendencies since absorbed in the 
comprehensive body of thought which now receives that title. 
The author’s aim, then, is to ‘‘ gather up and to systematise the 
early ideas and ideals from the most important sources, in order 
to ascertain what debt the present owes to the past in social 
thought.’’ 

A fourth part of the book is accordingly devoted to beginnings 
of social unrest in England, as voiced by Sir Thomas More, a 
decided reactionary, whose Utopia is only modern in that it 
‘‘ contemplates the conversion of the State into an economic and 
industrial agency.’’ Although not based on the later idea of class 
cleavage, his work ‘‘ must be viewed as forecasting that modern 
Socialist propaganda in which labour asks its opportunity in the 
larger culture’’ (of the New Learning, in its modern form), 
‘‘ with its varied expressions in education, literature, and art.’’ 

More novel to most readers will be the author’s treatment of 
Campanella, ‘‘a constructive Socialist,’’ a ‘‘ radical and revolu- 
tionary,’’ who is selected as typical of the ‘‘ Independent ’’ forces 
of the seventeenth century. A world-theocracy ruled by a Roman 
Catholic pontiff, with a Romanist King of Spain as his vice- 
gerent, under whom all should work four hours a day, all things 
should be in common, and State officials should be elected on 
the recommendation of professors and tutors— such was Campan- 
ella’s ideal commonwealth. Medigval in origin and fantastic in 
form though this may appear, yet in his scope Campanella is, 
according to Dr. Guthrie, modern. For ‘“‘he has set forth the 
fact, hailed as an acquisition of the nineteenth century, that 
social development is only one phase of the cosmic process... . 
His work foreshadows an attempt at a synthetic treatment of 
scientific thought.’’ 

From the Neapolitan monk, in his heretic’s prison, we pass, 
after a brief treatment of the New Atlantis, to the eighteenth 
century, and the Naturalistic school. Morelly, who is here 
selected for treatment, may be said to be ‘‘ modern”’ in his 
approach to the use of the historic method as the basis of his 
theories, and in his belief in the ultimate regeneration of society 
by the gradual growth of ‘‘an enlightened self-love,’’ or 
‘“‘socialised egoism.’’ Then follows a brief account of the 
lesser Socialist luminaries of the century: Boissel the ‘‘arch- 
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radical,’’ Meslier, Mably and Baboouf, St. Just, Linguet, Bar- 
nave. The last-named may be looked on as a link between the 
philosophic and the economic schools of Socialism, for he blended 
with his a priori theories the conception of the influence of econ- 
omic conditions on social progress, and of the slow development 
of national life. 

Dr. Guthrie’s work is a clear and eminently sane exposition 
of the evolution of Socialist thought, by an author with a very 
comprehensive knowledge of his subject. There are no extrava- 
gances; the author is never tempted into the treacherous path 
of epigram, but conducts his reader with ease and confidence 
through a jungle of theory. He should prove a safe and useful 
guide. 

The second volume of Marx’s Capital is at length published 
in English. Who should tilt at such a windmill? The volume 
contains Engel’s preface, defending Marx from the charge of 
plagiarising Rodbertus, on the plea that Marx had not heard of 
the former’s writings until after his own enunciation of the doc- 
trine of surplus value, and, further, that Rodbertus was without 
any claim to originality in the imperfect form of the doctrine by 
which he anticipated Marx, since Adam Smith and Ricardo had 
anticipated him therein. The Ricardian school, according to 
Engels, failed owing to the falsity of the two doctrines that 
‘labour is the measure of value,’’ and that, ceteris paribus, 
capitals employing equal quantities and qualities of labour pro- 
duce equal profits. Of the first question Marx had for ever dis- 
posed in Vol. I. of Capital. This volume ‘‘settles definitely 
whether wages are paid from capital or income,’’ and also fore- 
shadows the revelation of a great secret, the solution of the 
‘theory of equal profits’’ (which is not finally displayed until 
the third volume). With his challenge to the world’s economists 
for rival solutions, the editor ends his preface to the volume 
laboriously compiled by him from a series of the author’s MSS. 

A practical commentary on social theory is to be found in 
Dr. Richter’s excellent little book just re-issued in English, 
Pictures of the Socialistic Future, to which Mr. T. Maekay con- 
tributes a preface contrasting Liberalism and Socialism in Ger- 
many, and pointing a moral thereby to England. Although the 
“ scientific ’’ Socialist would complain that the cataclysmic 
change, by which Dr. Richter’s working-class family finds itself 
planted in a German co-operative commonwealth wherein 
Morelly’s ‘‘ socialised egoism ’’ is conspicuously absent, must be 


‘ 


an individualist’s nightmare, an absurd parody on the wildest 
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type of revolutionary schemes, yet there still exists a class of 
possibly uninstructed Socialists who should benefit by an object- 
lesson on the results of letting in ‘‘the Dawn and the Day ’’ too 
rapidly. The author’s dry humour will certainly appeal to other 
than Teutonic minds (the translator’s apology to his readers is 
presumably another phase of that infectious species of humour) ; 
and the struggle over the control of State workshops and cook- 
shops, the maintenance of equality (carried out to a point involv- 
ing the unfortunate Chancellor in the blacking of his own boots 
in the intervals of a strictly limited eight hours’ daily work for the 
State), the problems of foreign trade, and the accumulation of 
useless articles of manufacture within the Socialist State—all this 
is very concrete and persuasive, and its veiled sarcasm makes it 
most entertaining reading. 
C. VIOLET BUTLER 


Histoire des Systémes Economiques et Socialistes. Par Hector 
Denis. Tome II. ‘‘ Les Fondateurs.’’ Paris: Giard et 
Briére, 1907. 


Way ‘“‘history of systems’’? In France we usually say 
history of doctrines. The word ‘‘system’’ seems a designation 
more suitable for plans to reconstitute societies than for an inquiry 
into the laws by which they are governed. We may fairly say 
the system of Mercantilism, of Robert Owen, of Fourier, but to 
speak of the system of Adam Smith, of Ricardo, or even of Karl 
Marx, is a little baffling. 

A truce, however, to this word-quibble. M. Denis’s book 
is none the less a first-class piece of work. One might even call 
it a final pronouncement. I at least do not very well see how 
one could add to it, either by way of exhaustive and well attested 
records, or in the conscientious reading of every subject which 
is discussed, or in the consummate knowledge of all the economic 
problems which are met on the way, or in the impartiality and 
--to speak quite without exaggeration—the benevolence with 
which men and systems are judged, even where personal sym- 
pathies are not enlisted. 

It is only in the plan of the book that the author lays himself 
open to some criticism. ‘l'o each economist he devotes a special 
chapter, and this involves frequent repetitions, nor is it always 
clear why they are taken in the given order. ‘Thus in this, the 
second, volume we find Godwin, Malthus, Ricardo, Sismondi, 
Owen, and Thompson. ‘These writers were not exactly contem- 
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poraneous. Their works overlap for a period of about forty years. 
Other contemporaries of Malthus and Ricardo, beginning with 
J. B. Say, are not included. Hence the order in which they 
are here connected is not chronological, nor do we discern any 
chain of scientific priority linking these notable men. M. Denis, 
it is true, does explain his grouping : ‘‘ The pessimistic dynamics 
(of Malthus and Ricardo) afford a contrast to the optimism of 
Ricardo’s statics, and bring about an optimistic reaction in Sis- 
mondi, Owen, and Thompson.’’ Well, that is a somewhat com- 
plicated solidarity, the more so when we try to think of Sismondi 
as an optimist. But then there is nothing more difficult than 
to devise a scheme for writing a history of doctrines which will 
give a purview of the whole economic movement, and at the 
same time throw into relief the relations of solidarity and of 
strife, of filiation or of reaction existing between different 
doctrines. The attempt has sometimes been made to substitute, 
for the chronological order, a separate account of different schools, 
notably in the histories of Bechaux’s and of Rambaud’s doctrines. 
But then we snap the one bond which connects across the centuries 
all schools, however opposed they may be. We may say that 
a good system for writing the history of doctrines is still to be 
found. 

Sismondi, among all the great economists just enumerated 
who are discussed in this volume, holds the first place in M. 
Denis’s admiration, and this is no more than just. It is no exag- 
gerated homage to say, as he does, of Sismondi’s work ‘“‘ that 
it has been the starting point of all the modern schools who have 
broken off from, or have openly attacked, the abstract school 
descended from Adam Smith, from the historical school to collec- 
tivist socialism.’’ And even from the standpoint of practical 
reform, although Sismondi modestly denied, as being a task 
beyond his powers, having offered a solution of the social problem, 
or even having conceived an economic organisation essentially 
different from the existing organisation, nevertheless, M. Denis 
points out that agrarian legislation for Ireland since Gladstone 
has but realised the very definite suggestions given by Sismondi. 

Next to Sismondi it is Thompson with whom our learned 
colleague of Brussels is most in sympathy. To Thompson he 
ascribes the merit of having been the first to deduce from the 
principle that value is based on labour, the logical conclusion 
it involved, but which had not even entered Ricardo’s mind. 
And that is, that the whole produce of labour ought to belong 
to the labourer. Thompson is highly honoured to-day, even as 
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Rodbertus is, and as all pioneers become in time. There may 
be some exaggeration herein, the more so that pioneers become 
finally dethroned by other pioneers; nevertheless, it is well to 
draw the attention of French economists to Thompson, who is 
for them an unfamiliar figure. M. Denis points out that his name 
is omitted from the Dictionnaire d’ Economie Politique, published 
in 1892, under the editorship of Léon Say and M. Chailley. Only 
he must not forget to note, in a subsequent volume, that the 
name of Cournot, a Frenchman, is not included either! 

With Ricardo and Malthus, the two great founders of economic 
pessimism whose names will ever remain inseparable, M. Denis 
has no intellectual sympathy. He does not, however, withhold 
the justice due to them. Malthus especially he admires for having 
introduced the physico-biological factor into economics, and as 
being in consequence one of the creators of sociology. Notwith- 
standing this, he gives utterance, in this connection, to certain 
estimates which, falling from the pen of so amiable a writer as 
M. Denis, fairly astonish us. Is it just to say that Malthus 
‘‘ subjected humanity to the domination of lower instincts, and 
shattered the very idea of a moral evolution fit normally to 
contain the principle of population’’? Or, again, that he taught 
‘‘all moral progress will have as its result the ruin of society ’’? 
Is not Malthus’s real doctrine this, that if, in the past, the sex 
instinct has been suffered to have free rein, and to prevail, up 
to the present, in its most brutal forms, bringing along with it 
poverty and the struggle for life, in the future, on the contrary, 
moral restraint will suffice to maintain population within the 
limits deemed desirable, and will render superfluous the cruel 
sanctions of nature? M. Denis himself adopts this point of view 
when he writes, ‘‘it is impossible not to be impressed by the 
severe and austere beauty of conception underlying the chief 
work of Malthus.’’ The only question embarrassing from the 
moral point of view which should have been raised—and we regret 
that M. Denis passes over it in silence—is to know whether, by the 
words ‘‘ moral restraint,’’ Malthus understood total abstention 
from all sexual connection before marriage, and very intermittent 
use during marriage, or whether he did not admit, with the neo- 
Malthusians, voluntary sterility in sexual connection? If certain 
sayings of the reverend author seem to require the former inter- 
pretation, the rather utilitarian character of his ethics seems to 
authorise the latter. 

M. Denis’s book, which is of the highest value for professed 
economists, will probably be less appreciated by the general public, 
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and even by university students. Its form is somewhat austere, 
and all that may be called picturesque in the subject matter, all 
that might serve as illustration, and to pique the curiosity of 
the reader, is a little too much despised. To quote but one ex- 
ample, in the chapter on Sismondi there is not even mention 
made of the famous problem :—What would happen if all the 
machinery in England could be set in motion by a single handle 
which a single person, say the Queen of England, could turn? 
And yet the question makes a great impression on an audience, 
as we have proved several times. 

The book contains by way of appendix a magnificent biblio- 
graphy, and some diagrams and plates, among which are fac- 
similes of Owen’s Labour Notes, or bills on the Bank of Exchange. 
The table of contents, on the other hand, is entirely inadequate 
for the inquirer. There should be a highly detailed index. This 
may probably appear at the end of the work with the last volume. 
There are certain to be five or six volumes, judging by the 
proportions of the two already published. 

CHARLES GIDE 


Le probleme agraire du Socialisme—La Viticulture Industrielle 
du Midi de la France. Par Augé-Laribé. 8vo. Pp. 362. 
(Paris : Giard et Briére.) 

THE first half of this book’s dual title is chiefly orna- 
mental; the latter is the true one. The subject is a some- 
what technical inquiry into the organisation, processes, 
and difficulties of viticulture in the south-east of France, 
a region where land and population are practically monopolised 
by that culture. And since the author is himself a native of 
those parts, and has shown himself an expert on the subject in 
various publications, the present monographic study is an excel- 
lent presentment of facts, and could in this respect scarcely be 
surpassed. 

The former title, however, has some justification in that the 
author makes his monographic inquiry lead up to the great 
problem put forward by the Marxist school, namely, how to intro- 
duce industrial organisation and concentration into agriculture. 
Does the evolution of wine-growing in the south of France demon- 
strate the accuracy of this so-called law so imperiously enunciated 
by collectivists and even by many economists? Do we see small 
peasant undertakings being gradually absorbed by large industrial 
and capitalistic properties? M. Augé-Laribé, whose sympathies 
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are collectivist, would fain be able to answer in the affirmative, 
but, his scientific probity being above reproach, he frankly admits 
that the facts do not bear out such an assertion. He shows that 
the small proprietors so far have held their own fairly well, and 
will do so far better when they have learnt to, avail themselves of 
the resources which are placed at their disposal by co-operative 
association, and which have already resulted in some very en- 
couraging experiments. Still, for the sake of his colours, he con- 
cludes with these words :—‘‘ It is very probable that in the future 
the supremacy of capital will be more definitely asserted. We 
may admit, therefore, that the Marxist theories will still hold good 
for the wine-producing districts of southern France, but that the 
economic evolution which must prepare the way for Collectivism 
is slow and uncertain.” 

If the chapters devoted more specially to viticulture can have 
no great interest for English readers, the same cannot be said of 
the chapter devoted to the agricultural proletariate, and to the 
efforts made in trade-union organisation, and even to the strikes 
among rural labour. Such facts as these are interesting to all. 
Some of these strikes have not been unaccompanied by violence. 
The reduction in the price of wine has checked them for a time, 
but it is likely that they will re-commence when that price goes 
up again. M. Augé-Laribé is of opinion that the wage question 
in viticulture can only be settled by collective bargaining between 
the proprietors on the one hand and the labour organisations on 
the other. 


CHARLES GIDE 
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NOTES AND MEMORANDA 


SUGAR AND THE TARIFF ! 


IT was natural that an inquiry into the present state of the 
sugar industry should resolve itself into a discussion of the 
merits of the Brussels Convention—an international agreement 
for bringing to a close a fiscal system which dominated the 
fortunes of the industry for nearly fifty years. The Tariff Commis- 
sion, having set out to ascertain the verdict of the trade upon 
the working of this unique experiment, has reached the follow- 
ing conclusions:—The Brussels Convention abolished State 
bounties; and, in consequence, Kartells became impossible. It 
has checked imports of refined sugar into the United Kingdom, 
and encouraged supplies of raw cane sugar from the Colonies and 
elsewhere ; it has stimulated British exports of machinery and 
confectionery, and has steadied prices. To establish these excel- 
lent results the Convention should be maintained; but its use- 
fulness might be extended by the substitution of countervailing 
duties for prohibition and by the adoption of a system of 
reciprocal imperial preference. 

The evidence of witnesses, replies to forms, an abundance of 
statistics, and some special Memoranda furnish the basis of these 
conclusions. ‘‘ Confectionery ’’’ might have been more strongly 
represented among the ‘‘ witnesses,’’ but the Sugar Users’ 
Journal has made us familiar with the opinions of this section. 
The ‘‘replies’’ are more comprehensive; indeed, interested 
persons, as sugar refiners, manufacturers of confectionery, choco- 
lates, Jams, syrups, and aérated waters, as well as produce 
merchants and brokers, present such a medley of facts and 
arguments that there is some difficulty in reconciling conflicting 
views and in adjusting the various claims. There are one or two 
conspicuous omissions from the statistical evidence : tables show- 
ing comparative total and per head consumption in various 


1 See Report of the Tariff Commission ; Vol. 7, Sugar and Confectionery. 




















DEC. 1907] SUGAR AND THE TARIFF 567 


countries and the comparative growth of production in cane and 
beet countries would, we think, have been more useful for general 
reference than some of those supplied. The Memoranda contain 
an excellent summary of the Kartell and bounty systems, and 
statements by the West India Committee and the British Sugar 
Refiners’ Association. 

We are not sure that conclusions flow so readily from the 
premises as the report suggests. ‘The simple fact that sugar is 
either a finished article or a raw material according to the indi- 
vidual standpoint creates antagonism at many points and robs the 
evidence of cumulative weight. 

The abolition of the bounties has not affected bulk imports 
of sugar and molasses into the United Kingdom. The annual 
average for the five years, 1902-6, expressed in terms of raw 
sugar, was 34,763,000 cwts., as against 34,717,000 cwts. for the 
period 1897-1901; but the percentage of refined sugar has 
declined from 588 to 565. This is primd facie evidence that, 
while consumers and the sugar-using industries have not suffered, 
increasing imports of raw sugar have given employment to 
British refineries and a stimulus to auxiliary trades; but other 
factors, e€.g., prices and sources of supply, must be considered 
before any definite statement is made. 

Undoubtedly, since the bounties were proportionately larger 
on refined sugar, the margin between quotations for raw and 
refined sugars has improved—a change which tells in favour of 
the refiner; but as regards the general level of prices, we agree 
with a witness who says ‘‘ that the direct result of the Conven- 
tion could not do more than raise the price to 9s. 6d. per cwt. 

. . the natural cost of production’’ (131)... It should be 
remembered, however, that the sugar duty was re-imposed when 
prices were abnormally low. Prices have risen to a natural 
figure, but the tax still remains—as sugar users deplore. 

It is of some consequence to the manufacturer of sugared 
goods whence he draws his raw material. There has been a 
slight diversion of British imports of raw sugar from the Con- 
tinent to cane countries. Total average imports of raw sugar 
into the United Kingdom in the last two quinquennial periods 
have increased from 13,598,000 cwts. to 14,094,000 cwts., but the 
proportion from beet countries has fallen from 705 per cent. to 
65°8 per cent. The increased cane supplies come mainly from 
Java, Peru, and the British West Indies, but are a very fluctuat- 
ing quantity. There is a general feeling in the trade that the 


1 The figures in parentheses refer to paragraphs in the Report. 
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prospects of the West Indian industry are still precarious, and 
one reason is given by a witness in these words :—‘‘ Hitherto 
they have shown little inclination to adapt themselves to the 
necessities of the case and to supply the class of sugar principally 
used in this country’’ (158). 

But while the confectioner has found West Indian sugar 
unsuitable to his requirements, he has also no grounds for pre- 
ferring English refined sugar. He relies almost universally on 
German “ granulated,’’ because it is of uniform quality and 
does not need to be tested. Another reason is stated as fol- 
lows :—‘‘ Importers will not continue to pay freight upon raw 
unrefined sugar when sugar can be refined with every facility 
abroad, with freights paid only on the finished and pure article ” 
(153). 

Refiners, in pressing for a “‘ reasonable British fiscal policy,”’ 
hope for ‘‘ the extensive cultivation of sugar beet in agricultural 
Kngland,’’ and, apparently, reconcile this happy event with the 
development of the ‘‘ great potential supplies of cane sugar in the 
West Indies and elsewhere ’’ (125). It would be interesting to 
hear the views of colonial planters on this point. 

Summarising very briefly the results of the Brussels Conven- 
tion, we should say that, while it has given a little stimulus 
to the home refining industry, the net gains to the sugar-using 
industries and to the West Indian colonies are inappreciable. 
The former find that cheapened continental sugar has increased 
its uses and created formidable competition; the latter merely 
share the advantages with rivals who are better equipped and 
quite as keen to seize the occasion. 

The Report gives us to understand that the Convention is an 
advance on previous policy, and that the comparative poverty of 
its results is due not to any unsoundness in its principles, but 
to their faltering application. Hence, it approves the refiners’ 
demand for a countervailing duty, not merely in substitution of 
the prohibition of Russian and Argentine sugar—a very trifling 
matter—but such an increase of the existing duties on imported 
refined sugar, variously estimated at from 1s. to 4s. 2d: per cwt., 
as would ‘‘ counteract the remaining bounties, which consist in 
reduced continental railway rates, subsidies to foreign shipping, 
&e., also preferential through rates granted by British railway 
companies, local rates, and Imperial taxation’’ (252)—not to 
mention the ‘‘ foreign surtax of 6 francs’’ and ‘‘ conditions of 


‘ 


labour which would not be countenanced by public opinion in 
Great Britain’’ (236). A ‘‘small surtax on foreign refined 
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sugar ’’ seems scarcely appropriate or adequate to cancel all these 
differential advantages—some of which cannot be included in the 
bounty category by any amount of straining of fiscal definitions ; 
but, in its original acceptance, the Brussels Convention gave 
implicit sanction to the policy of using the tariff as a means of 
meeting unfair competition, and the proposal to build up a defen- 
sive tariff is a perfectly logical development of that position. 

Although refiners are unanimous in demanding a surtax on 
foreign refined sugar, they do not agree as to the probable results 
of such a duty. Here are two representative opinions :—‘‘ The 
first effect would be to occasion a rise in the price of nearly the 
full amount of the duty, but while some [of our directors] think 
this would be maintained, others are of opinion that the increased 
production which would be stimulated would soon reduce the 
price again to the normal’’ (Lyle, 252). Again, ‘‘It would not 
reduce the cost of production, nor would it increase employment 
or wages. . . . The position would be unaltered with the excep- 
tion of placing the British manufacturer on an equality with his 
foreign rivals’’ (Tate, 256). 

On the other hand, sugar users condemn the proposal with 
one voice. The re-imposition of the sugar duty in 1901 already 
has enhanced the cost of their raw material, and they have not 
been compensated by an adequate increase in the price of sugar 
manufactures. In fact, the demand of the sugar-using trades 
for the abolition of the duty is quite incompatible with the 
refiners’ demand for its increase. There are important distinc- 
tions in the two positions. First, the demand for sugar as a 
necessary food-stuff is inelastic, and, therefore, a small rise in 
price need not disturb the refiner; but for sugar regarded as the 
raw material of certain non-essential foods and luxuries the 
demand is variable, and experience shows that increased prices 
spell decreased sales. Secondly, the relative importance of the 
two branches of the industry must be borne in mind. [If all the 
foreign refined sugar consumed in the United Kingdom—three- 
fifths of the total consumption—were refined at home, it would 
give additional employment to 7,000 persons (254); the sugar- 
using industries, which were in their infancy in the mid-eighties, 
employ, on a very moderate estimate, 100,000 persons. More- 
over, ‘‘a very large proportion of the labour in a sugar-house is 
unskilled ’’ (103) ; wages range from 25s. to 30s., and discharged 
hands drift easily into other trades (110). But a good operative 
confectioner is a skilled workman earning from £2 to £3 a week 
(145), and the cry of the trade is for more ‘‘ men of sound know- 
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ledge, reliability, and thoroughness ’’ (152). Some transference of 
capital and labour from a lower to a higher form of employment, 
happily, has resulted from the chaos of the bounty system, and 
any action, fiscal or otherwise, which would arrest this develop- 
ment must be deprecated. 

The competition of articles imported and sold below cost of 
production in the country of origin is very limited. By-products of 
sugar manufacture do not come within the scope of the Con- 
vention, and American glucose and syrup are sold here at a non- 
competitive figure. Also, sugared goods, such as_ peels, 
preserved in glucose, encouraged by concealed bounties, find 
their way even from Convention countries. Otherwise, competi- 
tion is restricted to special lines : e.g., Swiss milk chocolates—the 
manufacture of which is assisted by cheap water-power; and to 
inferior stuffs which cater for a low-class trade. 

The application of the Brussels Convention to by-products is a 
fit subject for submission to the Permanent Commission or for 
diplomatic treatment, but as regards competition in sugared 
goods there is no general desire amongst British manufacturers 
for a retaliatory duty. Such a duty could only be considered in 
relation to a general tariff embracing such articles as bottles and 
paper which the confectioner wishes to import as cheaply as pos- 
sible. The balance of advantage to any given trade under a 
general tariff is a doubtful quantity, and the manufacturing con- 
fectioner, for one, lays much greater stress on having unlimited 
supplies of duty-free raw materials. Granted this, he will fight 
foreign tariffs with his own weapons. 

Finally, there is the question of colonial preference. British 
refiners would like to share in any benefits accruing to the West 
Indies from Canadian preference by its extension to all British 
refined sugar; they propose to attract colonial raw sugar by 
means of a preferential tariff, and refine for export to Canada 
under the preference to Great Britain. What does the Canadian 
refiner say to this idea? And of what value is the Canadian pre- 
ference to the West Indian planter when “‘ practically the whole 
of the rebate is deducted from the price offered by the refiners’”’ 
(272)? 

The President of the Clyde Sugar Refiners’ Association 
says :—‘‘ We do not look forward to any development of our 
export trade. The Cape is getting sugar from America and the 
Mauritius; and in Australia they grow and refine just about 
what sugar they want’’ (109). Messrs. Lyle say :—‘‘ We find 
that our colonies protect themselves so highly that we can do 
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no trade with them ’’; Messrs. Tate :—‘‘ We do not think that 
colonial or other preferential tariffs have benefited us in any 
way’’ (275). The export trade is, indeed, an insignificant 
matter, amounting to but three-quarters of a million cwts., out of 
thirty-two million cwts. 

Similarly with regard to sugared goods. ‘‘ The duties have 
generally been fixed so high on confectionery that even with the 
preference the wall is insurmountable except for special lines’ 
(280). The export trade is estimated at 10 per cent. of the total, 
and, though the main outward drift during the past five years 
has been to British possessions, we note that free-trade India is 
responsible for 283,000 out of 483,000 cwts. of sugar and for 
£167,000 out of £674,000 worth of confectionery. 

It is not clear that we have forfeited any substantial advantage 
under the Brussels Convention by undertaking to grant no pre- 
ference to colonial sugars; and, seeing that the confectioners’ 
grievance has been removed by our withdrawal from the penal 
clause, it becomes, if not a highly useful, at least a harmless 


instrument. 
E. CozENs CoOoKE 





THE EFFICIENCY THEORY OF WAGES.! 


THE point of departure of this article, as well as the sense in 
which the word efficiency is used, will be made plain by review- 
ing a few points in Professor Marshall’s treatment of the theory 
of wages. ; 

After noting that the ‘* phrase, the ‘ efficiency of workers,’ has 
some ambiguity,’’ Professor Marshall defines efficiency-wages as 
“earnings measured, not as time-earnings are with reference to 
the time spent in earning them, and not as piecework earnings 
are with reference to the amount of output resulting from the 
work by which they are earned, but with reference to the exer- 
tion of ability and efficiency required of the worker ’’ (Principles, 
4th ed., pp. 630-631). So far as I am aware, this description of 
efficiency wagesisas near as Professor Marshall approaches to a 
formal definition of efficiency. He has recorded his objection to 
‘* bold and rigid definitions ’’ in economics as not compatible with 
the nature of the subject matter, and as being the origin of mis- 

1 Several technical points in this paper are more fully treated in an article on 
‘The Differential Law of Wages” which will appear in an early number of the 
Journal of the Statistical Society. 
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understandings and a “‘ frequent source of controversies that have 
diverted energy from constructive work, and have hindered the 
progress of the science.’’ In case of doubt as to the meaning of 
terms, he has told us to ‘‘ look to the context for a special inter- 
pretation clause ’’ (Bk. II., p. 121). 

The fifth chapter of the fourth book of the Principles of 
Economics opens with this sentence :—‘‘ We have next to con- 
sider the conditions on which depend health and strength, 
physical, mental and moral. They are the basis of industrial 
efficiency, on which the production of material wealth depends.”’ 
The most general conclusion as to the relation of efficiency to 
wages is reached in Book VI., p. 630 :—‘‘ We may then regard 
competition, or, to speak more exactly, economic freedom and 
enterprise, as tending to make time-earnings in occupations of 
equal difficulty and in neighbouring places not equal, but pro- 
portionate to the efficiency of the workers.”’ 

The sense in which the term efficiency is used in this article 
is the sense in which it is used by Professor Marshall in these 
quotations, and the problem which it is proposed to investigate 
is the following :—-How can the generalisation that wages are 
proportionate to efficiency be inductively tested? Is the truth 
of the generalisation limited to the hypothetical state of perfect 
competition, or is it approximately reached in the industrial 
world ? 

Incidentally, it may be observed that we have not thus far 
come nearer to a solution of this problem than to offer an artless 
paralogism having its origin in the ambiguity of the term 
efficiency. At one time the term is used to signify the physical, 
mental and moral qualities of the labourer, his ‘‘ general 
sagacity and energy,’’ and at another time it is taken to signify 
the measure of the labourer’s product. The theory is then pro- 
pounded that efficiency—implicitly in the first sense—determines 
the amount of reward, and this is thought to be proved by slip- 
ping into the second sense in which actual product is taken as 
the measure of efficiency. The net result of laborious reasoning 
is that the labourer gets what he gets. 

Preliminary to any attempt to give a statistical test of the 
doctrine that wages are distributed according to efficiency, we 
rust know two things: (1) the actual distribution of wages in 
some large group of labourers; (2) the law of the distribution of 
efficiency among the selected group of workers. These two 
desiderata, we shall consider in order. 

The volume on Employees and Wages, published by the 
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Census Bureau of the United States, in 1903, offers a large range 
of wage statistics relating to American manufactures, tabulated 
according to wage groups. For example, it is recorded that in 
the woollen mills in 1900 wages ranged from less than $2.00 per 
week to $72.50 per week, and the numbers receiving wages 
within these limits is given for every fifty-cent group. Thus, out 
of a representative total of 4,608 in all occupations in that indus- 
try, 301 received between $9.00 and $9.50 per week. Similar tables 
are given for thirty-two industries. In order to ascertain the 
distribution of wages in the whole of manufactures, thirty of the 
thirty-two schedules were combined into a general schedule. In 
this way the distribution of weekly rates of wages in one-dollar 
groups was ascertained for a total of 160,055 labourers The 
labourers in this case included males sixteen years and over, in 
all sections, all occupations. The graphical description of this 
general schedule, between the limits $3.15 per week and $35.95 
per week, is given by the zigzag line in the accompanying chart. 
3y referring to the chart we see that the greatest number of 
labourers, about 15 per cent. of the total number, received 
between $9.00 and $10.00 per week, and that there was an 
aggregation of wage-earners at definite weekly rates, e.g., at 
$7-8, $9-10, $12-13, $15-16, $18-19, $21-22, $24-25, $27-28, 
$30-31. These weekly rates are equivalent to customary daily 
rates of $1°25, $150, $2°00, $2°50, $3°00, $3°50, $4°00, $4°50, $500. 
The general wage schedule upon which this wage curve is based 
fulfils the requirements of our first desideratum. 

We have next to inquire as to the distribution of efficiency. 
Professor Marshall’s discussion: of the ‘‘basis of industrial 
efficiency ’’’ suggests the clue to a preliminary hypothesis. 
According to the quotation from the Principles of Economics 
already given, the ‘‘ basis of industrial efficiency’’ is in health 
and strength, physical, mental and moral. Moreover, ‘‘ we may 
say that what makes one occupation higher than another, what 
makes the workers of one town or country more efficient than those 
of another, is chiefly a superiority in general sagacity and energy 
which is not specialised to any one trade’’ (Principles, p. 286). 
Recent investigations by Prof. Karl Pearson! and his co- 
workers have established that the distribution not only of the 
chief physical characters in man but of his mental and moral 


1 Karl Pearson, F.R.S., and Alice Lee, D,Sc., On the Laws of Inheritance in 
Man, Biometrika, Vol. II., p. 395. Karl Pearson, F.R.S., On the Relationship of 
Intelligence to Size and Shape of Head, and to other Physical and Mental Characters, 
Biometrika, Vol. V., p. 106. 
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qualities as well is described with sufficient accuracy by the 
normal or Gaussian curve. The particular hypothesis made in 
this paper is that the distribution of ‘‘ general sagacity and 
energy ’’ among labourers, which is itself a balance of efficiency 
determined by physical, mental and moral qualities, follows the 
Gaussian law. 

The normal or Gaussian curve is represented graphically in 
Fig. 1 by either of the two curves A M B,am b. If from a 
homogeneous group of men a large number of measurements of 
any physical character be made, for example of stature, it will 
be found that the measurements may be arranged in such a way 
that the relative frequencies of the deviations from the average 
measurement will, when plotted, produce a curve approximating 
this type. A deviation in excess of the average stature is 
measured to the right of point O, on the line oz, and the cor- 
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responding frequency of the deviation is then plotted perpendicu- 
larly at the limit of the deviation. Similarly, deviations below 
the average are measured to the left of the point O. While the 
two sides of the curve are generally symmetrically disposed about 
the maximum ordinate, the concentration of the measurements 
about this ordinate varies with the standard deviation.! The 
standard deviation of the curve a m 6 is twice that of the curve 
AM B. 


1 The standard deviation of a series of measurements is the square root of the 
mean square of the deviations of the measurements from the average measurement. 
If a series of m measurements be represented by m,, m,.... m, the average of 


which is A, the standard deviation is o= Sf 
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Assuming, then, that ‘‘ general sagacity and energy’”’ is 
distributed according to the Gaussian law, we require to know, 
before we proceed to a statistical treatment, how much on the 
average the members of a sample population differ from each 
other. If one thousand individuals are selected at random from 
a population distributed, in respect to any particular character, 
according to the Gaussian law, how much will the nth individual 
differ, on the average, from the (n+1)st individual, when the 
members of the sample population are ranked in the order in 
which they possess the particular character? 

This problem in a generalised form was proposed, in 1902, 
by Mr. Francis Galton,) and was solved by Professor Karl 
Pearson,? who named the problem Francis Galton’s Individual 
Difference Problem in Statistics. Professor Pearson reduced 
his solution to a form by means of which it is possible to com- 
pute the difference between any two individuals in a sample 
population of any size. From his formulas I computed a sample 
population of one hundred members which will be referred to, 
in the remainder of this article, as the standard population. By 
means of this standard population it is possible to make such 
statements as the following :—Assuming that efficiency is dis- 
tributed according to the Gaussian law, the difference between 
the most efficient labourer and his most efficient neighbour, in a 
standard population of 100, is 0°360964 times the standard devia- 
tion of the general population from which the one hundred indi- 
viduals are taken as a sample. The difference between the 50th 
and the 51st individual is 0025066 times the standard deviation. 
In like manner the difference between any particular individual 
and the least efficient member of the group can be given. This 
standard population supplies the second desideratum of our 
problem. 

The ambiguity in the word efficiency, the confusion of 
qualities in the worker with the measure of his product, has 
already been adverted to. The fact accounting for this con- 
fusion, namely, that with a given degree of efficiency, of 
‘‘ sagacity and energy,’’ the product of the labourer is a function 
of his environment, is important for our problem. With the dis- 
tribution of efficiency among a group of labourers according to a 
given law, the apportionment of their income will vary according 


1 Francis Galton, F.R.S., The Most Suitable Proportion between the Values of 
First and Second Prizes. Biometrika, Vol. I., pp. 385-390. 

2 Karl Pearson, F.R.S., Note on Francis Galton’s Problem. Biometrika, Vol. I. 
pp. 390-399. 
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to the economic environment in which the sub-groups of 
labourers are placed. It does not follow that because ‘‘ general 
sagacity and energy’’ among a large group of labourers is dis- 
tributed according to the Gaussian law that, therefore, their 
income will be distributed according to the same law. Unskilled, 
unorganised labour works under different conditions from those 
of skilled, organised labour. The strategic advantage in bar- 
gaining enjoyed by the latter group enables them more effectually 
to exploit their environment, and, consequently, although their 
income would be apportioned within their group according to the 
differential efficiency of the members of the group, and, although 
the income of the unskilled labourers would be similarly appor- 
tioned within their group, the fact that the two groups worked 
at different levels would cause the form of the distribution of 
individual incomes to vary from the symmetrical Gaussian curve 
in the direction of a positively skew distribution. It is necessary 
to make allowance for this factor in our problem. 

An approximate measure of the importance of this factor has 
been attempted in the following way :—For theoretical reasons, 
which are given in the article on The Differential Law of Wages, 
to which reference has already been made, the range of wages in 
the general wage schedule of manufactures in the United States 
was taken as between the limits $8.15 and $85.95 per week. 
The minimum wage received in the general group was accord- 
ingly $3.15, and the average wage of the whole group was $11.48 
per week. Of the total wages received by the general group, 
35°29 per cent. was divided between the less efficient 50 per cent. 
of the labourers, the remaining 6471 per cent. of the aggregate 
wages was divided among the more efficient labourers. The 
standard population, composed of one hundred members, was, 
therefore, divided into a first and second sub-group, the former 
composed of the fifty least efficient members, receiving 35°29 per 
cent. of aggregate wages, and the latter, composed of the fifty 
more efficient members, receiving 6471 per cent. of the total 
income. It was assumed that the total wages received by the 
standard population was one hundred times the average wage in 
the general wage schedule of the United States, namely, 
$1143.00. 

The series of hypotheses affecting the standard population 
may now be recapitulated :— 


1. Efficiency is distributed among the one hundred members 
according to the Gaussian law. 
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2. The sum distributed as aggregate wages equals one 
hundred times the average wage received by the representative 
group of American manufacturing labourers, that is to say, 
$1143.00. 

3. The less efficient fifty members receive 35°29 per cent. of 
the total income, and the more efficient fifty members divide 
between them 6471 per cent. of that sum. 

4. The minimum wage of the first sub-group is $8.15, the 
same as the minimum in the manufacturing schedule. 

5. The shares of total wages going to these sub-groups are 
distributed according to the differential efficiency of the members 
of the respective sub-groups, that is to say, each member of the 
standard population receives the minimum wage of his sub- 
group plus an addition proportionate to his differential efficiency 
over the least efficient member in his sub-group. 

These hypotheses suffice to determine the distribution of 
wages among the standard population according to the conditions 
of the efficiency theory of wages. In order to compare this 
theoretical distribution with the actual distribution in American 
manufactures, the wages of the standard population were collected 
into groups of one-dollar range, and the percentages of the total 
population receiving wages between the several group limits were 
ascertained. Inthis way, for example, it was found that 13 per 
cent. received between nine and ten dollars per week. As the 
standard population is so very small, the distribution of wages 
among its members, if plotted in the usual way on the chart, 
would be represented by a series of scattered points, which would 
give but a very indefinite idea of the measure in which our 
theory is borne out by the facts. Instead, therefore, of simply 
recording these scattered points, the smooth curve that passes 
as near as possible to these points was computed and is drawn 
on the chart. The general conformity of the smooth curve to 
the zigzag line is the measure of the conformity of facts and 
theory. 

Considering the nature of the statistical material, the small 
size of the standard population, the impossibility of determining 
accurately the effect of the strategic advantage of organisation, 
the chances of error in the estimation of the minimum wage, and 
the imperfect working of competition, it is regarded that the 
general agreement of theory and fact is remarkably satisfactory. 

I may be permitted to suggest two directions in which the 
theory of the standard population may be used :— 
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1. Just as the wage group has been broken into sub-groups 
of unskilled labour and skilled labour, so the whole class in 
society who receive productive incomes, as contrasted with 
incomes from capital, may be divided into appropriate sub- 
groups, and the law of the distribution of their incomes tested 
according to the efficiency theory. The efficiency theory of 
profit would lend itself to this form of investigation. 

2. The rationale of Pareto’s curve of distribution of income is 
suggested. Variations in the value ot a have been established 
for different conditions. A partial, but fundamental cause for 
the stability of the average value of a, as well as for its varia- 
tions, will probably be found in the economic facts discussed in 


this paper. 
Henry L. Moore 


CoLuMBIA UNIVERSITY, NEw York. 


THE SEVENTH CONGRESS OF THE INTERNATIONAL CO-OPERATIVE 
ALLIANCE. 


THE International Co-operative Alliance was formally insti- 
tuted in the year 1895, in London; that is to say, its statutes 
were there established by vote. But its birth really dates from 
ten years earlier. From the date of the congress of the English 
Co-operative Union, held at Oldham in 1885, certain French and 
English co-operatives, among whom Messrs. de Boyve and Van- 
sittart Neale must especially be mentioned, set themselves to 
organise it. By means of such an Alliance the founders sought 
above all to bring together the leaders of the movement in different 
countries, aud, to quote from M. de Boyve’s report, ‘‘ to concen- 
trate the best elements from the various classes of society, so as 
to attain step by step to social peace and the brotherhood of 
peoples.’’ The methods proposed were profit-sharing and co- 
partnership. 

But the Co-operative Alliance has diverged widely from the 
original programme. In the first place, it has lost its academic 
character, and has come to be a sort of international Par- 
liament of co-operation. Whereas the numbers were main- 
tained at first by co-option, this is now effected by election. 
And, as is only natural, it is business men who are nominated 
rather than theorists. Nevertheless a high level has up to the 
present been maifitained, and the Central Council is composed 
of nearly all the most eminent co-operators in Europe. 

No. 68.—VoL. XVII. Ss 
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Besides this, the ideal of social peace to be won through the 
union of labour and capital, through profit-sharing and co-partner- 
ship, no longer occupies the forefront in the programme of the 
Alliance. We may even go so far as to say that the tendency is to 
substitute more and more an anti-capitalistic attitude. This evolu- 
tion is due to the influence of delegates from distributive co-opera- 
tive societies, with federalistic tendencies, who want to transfer 
industrial management and profits from capital to the consumer. 
This is what we ourselves have called ‘‘ the reign of the consumer 
as bound to succeed the reign of capital.’’ And as to labour itself, 
the inclination is to confer on it, not a share in the proceeds, but 
only a ‘‘ fair wage.’’ We know that the Manchester Co-operative 
Wholesale has always refused to grant its employees a share in 
the profits, and has deemed it sufficient for them, if they belong to 
the society, to benefit solely as consumers. 

Federalistic co-operation is not far removed from socialistic 
collectivism. Indeed, those societies affiliated to the Alliance who 
profess themselves Socialists—notably the Belgian co-operators 
and some among the French and the Italian—are trying to push 
the Alliance along that path; in other words, to put the Alliance 
at the service of the war of the classes. 


These preliminary remarks may serve to show the special 
interest attaching to the seventh congress of the Alliance, which 
took place this year at Cremona, September 22nd to 25th. Of 
previous congresses two have been held in London, two in Paris, 
and one respectively at Delft, Manchester, and Budapest. The 
next will be held at Basle. 

The recent gathering outshone all previous congresses in 
numbers. Three hundred members attended, of whom 122 were 
Italian, 52 were British, 42 were French, and the remainder from 
thirteen different countries. It is very possible, of course, that 
the seductions of Italy and the attractiveness of the excursions 
arranged to Lake Maggiore and to Venice may have had more to 
do with this than the love of co-operation. But, anyway, nearly 
every known figure among the co-operators of Europe .was present, 
and the President was one of the most illustrious of them all, 
M. Luigi Luzzatti, founder of the People’s Banks in Italy. 

In spite, however, of such brilliant auspices, no great result 
was achieved by the congress in the matter of making clear, in 
any direction, the present status of the Alliance. The subjects 
in the agenda on agricultural co-operation, on the importance of 
wholesale stores, on the functions of women in co-operation, and 
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on the services which co-operation can render to the working 
classes, yielded reports which will form useful reading when 
published. But the discussions on those reports were lacking 
in interest. 1t should be remembered that these international 
co-operative congresses do not, in one respect, run on all fours 
with congresses of diplomats or of scholars, where each member 
speaks several languages, and. where often only French is used. 
Here the various delegates usually spoke only their own tongue, 
and hence discussion was scarcely possible. One speaker was 
seldom able to respond to another previous speaker, and was him- 
self only understood by a fraction of the audience. Interpreters, 
it is true, were present, to turn each speech into three languages, 
but this remedy was but a lame one. Perhaps Esperanto may 
afford a solution. There was a certain demand for it. 

It followed that the great debate, which had been eagerly 
expected, on the relation of co-operation and socialism, fell almost 
flat. The delegates of the Italian labour societies wished to have 
it recorded on the agenda that co-operation ought to be considered 
as entirely a Labour movement, and should aim solely at the 
protection of the Labour interest, by procedure parallel to that of 
the trade unions. Also that all dividends should be amalgamated 
‘‘to strengthen all the methods of class war.’’ The congress 
committee set its veto on this agendum being put to the vote, 
because it was in contradiction to Art. 2 of the statutes, in which 
it is stated that the Alliance is ‘‘ not concerned with questions 
of politics or of religion . . . and that, to maintain this neutrality, 
every adherent of the Alliance admits that co-operation is self- 
dependent, and must not be the organ of any party whatever.’’ 

Notwithstanding this, the president, M. Luzzatti, for the sake 
of tolerance, suffered one French and two Italian Socialists to 
speak. They supported the resolution that co-operation could 
only render genuine service to the working class as a means of 
resistance to the capitalistic classes, and of conquering the instru- 
ments of production. President Luzzatti replied in a greatly 
applauded speech, the gist of which was as follows :— 

‘* Co-operation is not a class struggle, but an economic method 
of emancipating all workers from every form of usury. Socialists 
used to fight co-operation, but now they consider it a valuable 
instrument of social reform.”’ 

‘We welcome all Socialists into our Alliance, bringing new 
ideas and fresh energies, but only so long as they bring with them 
that same spirit of toleration which they themselves ask for.’’ 

The closure was finally applied to the discussion, and voting 

ss 2 
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adjourned to a subsequent congress, in spite of the vehement 
protests of the Socialists, especially the French ones. But there 
can be no doubt but that, had the voting taken place, the resolu- 
tion in favour of class hostilities would have been rejected by a big 
majority. It should not be forgotten that to the Co-operative 
Alliance belong a considerable number of agricultural co-operators, 
for the most part of conservative and anti-socialistic tendencies. 
They are indeed of the opinion that the Alliance has advanced 
much too far to the Left, and it was on this account that, at the 
last congress, at Budapest, the great German federation of societies 
after the Schulze-Delitszch type, now presided over by M. Criger, 
separated from the Alliance. 

The most important act of the Cremona congress was the change 
effected in the governing staff of the Alliance. Mr. Henry Wolff, 
who has been president from its foundation, but who had for 
some time been on somewhat bad terms with several members of 
the Central Council, especially with those of Switzerland, France, 
and Hungary, gave in his resignation, and was succeeded by 
Mr. Maxwell, the well-known president of the Scottish Co-opera- 
tive Wholesale Society. He will have as his successor Mr. 
Aneurin Williams, the founder of the Garden City at Letchworth. 
It should be noted that the Scottish Co-operative Wholesale 
carries on co-partnership within the society, in contrast to that of 
Manchester ; further, that Mr. Aneurin Williams is joint editor 
of the periodical, Labour Co-partnership. Hence it would seem 
that the Alliance is on the way to revert to the original programme 
which it had abandoned. I do not, however, believe that such a 
revival was in the minds of those who voted for these nominees. 
Still, it is probable that the new administration will guide the 
Alliance along a different channel from that down which the 
federalists and the collectivists would have drawn it. 


The excursions organised to the chief co-operative centres of 
North Italy proved very instructive. The agricultural co-opera- 
tives, in the shape of banks for productive societies or even of 
manufactories of manure, are very highly organised, and on a 
larger scale than in France. But that which made the most 
vivid impression upon us, and the like of which could not be met 
with in any other country, was a railroad thirty-two kilometres 
in length, about to be built by an association of ordinary working 
men and Socialist labourers, and not only built, but also carried 
on at their own risk and responsibility. The requisite capital is 
to be advanced by the people’s banks. It is true that the railroad 
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is not yet running. We were invited to the inaugural ceremony 
performed by President Luzzatti on September 29th. But no 
one, not even M. Luzzatti, seems to entertain the smallest doubt 
of the success of this extraordinary enterprise. We confess to 
feeling less sanguine, and shall await with interest the results 


of this notable experiment. 
CHARLES GIDE 





RELATION OF THE GENERAL SUPPLY CURVE TO A ‘‘ PARTICULAR 
EXPENSES ’’ CURVE 


Mr. PIGou raises an important question in the June number 
of the Economic JOURNAL, when referring to what I had written 
in the two former numbers. He attributes to me the assumption 
that a ‘‘supply curve’’ can be treated as a “ particular 
expenses ’’ curve, and questions the legitimacy of that assump- 
tion. In treating a general supply curve like a “‘ particular 
expenses curve,’ I was taking the least arbitrary supposition in 
the absence of special knowledge. When any article is produced 
for a market by a number of producers, and all of them increase 
their output, it may be that each producer’s particular expenses 
curve is affected by the alteration in the general scale of produc- 
tion. The producers may tend to ‘ get in each other’s way,’’ so 
to speak, 7.e., particular expenses curves may tend to rise along 
with an increase of the general scale of production. Or, on the 
other hand, the increase of the general scale of production may 
tend to the lowering of particular expenses curves. There are 
no suitable short expressions that I know of descriptive of these 
two conditions. The latter is not necessarily a case of “‘ increas- 
ing returns,’’ because it is possible that the bodily lowering of 
the particular expenses curves may not be sufficient to overcome 
the tendency to diminishing returns of the individual curves. 

An increase of production might be attended by an increased 
cost per unit, even though to some extent the producers tended 
to assist one another.’ For brevity I call the two conditions 
co-operative and anti-co-operative, and between the two is the 
neutral condition, in which particular expenses curves would not 
be generally raised or lowered with an increase in the general 
scale of production. 


1 Vide Edgeworth, Economic JourNAL, p. 68, the case in which ‘‘ external 
Economies are over-ridden by a tendency to diminishing returns.” 

*‘ Diminishing returns in respect of external economies ” describes the condition, 
but is awkwardly long. 
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I assume the neutral condition as a preliminary, at all events, 
because it is the least arbitrary assumption that can be made. 
It is similarly on the principle of taking the least arbitrary sup- 
position that particular expenses curves are assumed to be 
ascending. In rapidly-growing firms it is not the case, but the 
general failure to secure monopoly shows that ‘‘ diminishing 
returns ’’ must prevail on the whole. 

I have given a good deal of thought to the consideration of 
the effect, upon the problem of incidence and effects of tariffs, 
of assuming as general either co-operative or the anti-co-operative 
conditions ; but as I do not at present see sufficient reason for 
supposing that either of these two can be regarded as normal, I 
refrain from entering into that now. It seems more likely that 
the alternative to the agnostic attitude would be the assumption 
that governments are able to discriminate roughly between the 
industries in which co-operative conditions prevail and those in 
which anti-co-operative or neutral conditions prevail. The dis- 
crimination might be on simple broad lines, such as “‘ young’”’ 
and ‘‘old’’ industries, ‘‘ manufacturing,’ and ‘‘ raw material 
producing ,’’ or it might be supposed that by special study of con- 
ditions more detailed discriminations are possible. On this sup- 
position the scope for governmental control by means of tariffs 
and bounties would be larger on the whole than it would be if 
such discriminations are regarded as impracticable. 

The hypothesis which I made with regard to supply and 
costs stands in precisely the same position as that which Mr. 
Pigou makes with regard to demand curves and total utility.! 
It is only on the principle of taking the least arbitrary assump- 
tion that one is justified in assuming that total utility can be 
measured by integrating a demand curve. Mr. Cunynghame, in 
his Geometrical Political Economy, and, more clearly, Professor 
Edgeworth, in his review of that book (Economic JOURNAL, 
Vol. XV., p. 62), point out that an individual’s appreciation of 
a thing may depend not only on the amount of it which he 
himself gets, but also on the extent to which it is enjoyed by 
others. An additional hymn-book was taken as an illustration 
of a case in which the utility to the individual increased with the 
increase of use by others, and some articles of luxury were sug- 
gested as illustrations of the opposite tendency. In the first 
case, total utility would be greater than the space measured by 
the general demand curve; in the second case, it would be less. 
Until it can be shown that there is any general probability in 


1 Economic JOURNAL, Vol. XIII. 
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favour of the prevalence of one or other of these two conditions 
in regard to demand, it is necessary to assume the neutral 
position as normal. 

Again, confining attention to the individual’s demand, 
consider such a thing as tobacco. With one individual one cigar 
per day would afford a certain rather keen degree of pleasure, for 
which he would pay a good price. A second cigar per day might 
not only afford less pleasure but it might take away the peculiar 
zest which attached to the other when it was the only one. In 
that case the individual’s total utility would not be measured by 
integrating his demand curve. In other individuals with cigars, 
up to a point, and in case of other things, the increased use 
might enhance rather than diminish the utility of the ‘‘ earlier”’ 
units. It is only on the principle of probability that we can 
take the individual’s demand curve as, on the whole, a measure 
of total utility. 

It may be thought that, as regards demand, the possibilities 
I have referred to are unimportant, and that that is the reason 
why the doctrine of consumers’ surplus may be accepted, whilst 
the corresponding simple measurement of costs and producers’ 
surplus may be rejected. The fact is, however, that in any case 
the two must stand or fall together. If there were reason to 
suppose that, let us say, the conditions which I have termed 
‘“ co-operative ’’ prevailed generally in regard to supply, the 
simple method of measuring utility, as well as cost, would fall 
to the ground. Any change in the demand for an article would 
be accompanied by changes in the supply, and, therefore, in the 
position of the particular expenses curves, and it might have an 
effect which would cause a change in total costs of greater 
magnitude than the apparent gain or loss of consumers’ surplus. 
Further, the “‘ consumers’ surplus,’’ which is shown in connec- 
tion with any demand curve, largely represents not so much pure 
psychological satisfaction as the saving of cost, which would have 
to be incurred in getting some more expensive substitute. The 
theory of demand and consumers’ surplus is inextricably con- 


nected with that of supply. 
C. F. BICKERDIKE 


LABOUR EXCHANGES AND UNEMPLOYMENT. 


’ 


Mr. BEVERIDGE’sS paper! on ‘‘ Labour Exchanges’’ contains 


one of the most earnest and confident schemes for dealing with 
1 Economic JouRNAL, March, 1907. 
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the unemployed which have yet been put forward. I should like 
to draw attention to some aspects of the question which his 
remarks suggest. 

In the first place, it is clear that the extent of this evil is under- 
estimated if we judge solely by the official percentage of the 
Board of Trade. For the degree of unemployment is not repre- 
sented by statistics of the number of individual men who are out 
of work. We require to know also how many are working short 
time. It is not even necessarily true that variations in employ- 
ment correspond in direction, apart from extent, with variations 
in the number of men out of work; and the general, though 
inevitable, effect of the official figures is to underestimate the 
degree of industrial distress. In addition, the worst kind of 
distress is that of unskilled workmen, who have no reserve to fall 
back on, and make no Trade Union returns. 

It is with unskilled work that we are specially concerned ; an 
organisation is required which will fulfil some of the duties of a 
Trade Union, but the expenses of which will be borne by the 
public. Mr. Beveridge proposes the Labour Exchange, the effect 
of which, he believes, will be, first, to diminish the total amount of 
labour which will be required as an industrial reserve, and, 
second, to lessen the casual nature of this labour, since it will now 
be casual only with respect to individual firms, while it will be 
the moving but constant auxiliary of industry in general. 

This proposal does not provide new work, and it creates a 
residue which will no longer be wanted even for casual work. 
That is its first problem, and I am not clear that this residue will 
be manageable. For what is the assumption? It is that this 
residue will consist of definite persons. But is it not more likely 
that, during each depression of trade, the individuals who are 
thrown out of work will be different individuals each time, their 
identity, even with Labour Exchanges, depending on all sorts of 
chances? Given the organisation of such exchanges, the mass of 
the unemployed will still stand by as the industrial reserve, while 
each individual’s chance of work, on account of the greater 
mobility of labour, will be slightly less. How, that is to say, is 
the residue to be selected which is to be dealt with by emigration 
or otherwise? The registers of the Exchanges are open to all, 
and casual labour is difficult to grade. This degree of organisa- 
tion seems to me likely to make it more, and not less, casual. If, 
for example, at each of two places of equal industrial activity there 
is such an amount of unskilled work to do that each workman 
is certain of a few days’ work per month in his own place ; then the 
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result of an interchange of labour is to give to each man half a 
chance of the same amount of work at each place ; but this is not 
a certainty of any work at all. The greater mobility of labour, 
together with the difficulty of grading, and therefore of draining 
off a residue, is equivalent to an increase of quantity, and an 
increased casualisation of the individual, unless something further 
is done. This peculiar result, that a certain degree of organisa- 
tion may be harmful, is based simply on peculiar features of casual 
labour. 

And even granting that Mr. Beveridge’s scheme would lessen 
the numbers of the industrial reserve; still, the problem just is 
that this reserve is there, chronically unpaid, and hopelessly 
beggared whenever we come to a general and widespread depres- 
sion of trade. They have neither credit, nor insurance, nor retain- 
ing fee to fall back on. The phrase “‘ industrial reserve’’ some- 
what slurs over the economic hopelessness of their position. The 
military reserve has other occupations in time of peace. 


II. 


Labour Exchanges are an important factor in the solution of 
this problem, since they recognise the responsibility of public 
authorities. But for public bodies merely to furnish a means of 
transference for the reserve of private industry is a limping 
scheme ; if the taps between a number of reservoirs are occasion- 
ally opened, the water which is as high as the taps will tend to be 
transferred ; it will not always be the same water, and there will 
always be depths which must take their chance of reaching, by 
accident or diffusion, the favourable position for transference. 

During the depression of 1902 a well-known author, on hearing 
the complaint of ‘‘ no work,’’ is said to have exclaimed, ‘‘ No 
work! send them to rebuild their own houses.’’ It is indeed 
paradoxical that, in our great cities, we should hear at one and 
the same time the two complaints, “‘ There is so much to be done,”’ 
and ‘‘ There is no work to be found.’’ Schemes of public im- 
provement will not be undertaken by private persons except for 
profit ; where no profit is promised, public bodies must undertake 
them, and the surplus labour of private industry should find its 
outlet chiefly into those public works which have to be thought 
out far ahead, and which must be carried on throughout the fluc- 
tuations of private trade. During the years of booming trade, 
labour will be attracted to private industry ; and indeed these are 
the seasons when the best use has to be made of such public 
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works as already exist ; they are not the seasons in which to com 
mence on new parts of large public schemes. It is better not to 
begin railroad or harbour reconstruction till there is a lull in trade. 
This has been fully realised abroad, where the State ownership 
of railways has given to Government the power to mitigate the 
distress that would otherwise have come about in a depression of 
private trade. 

A greater sense of responsibility on the part of local authorities 
should enable them, not only to register unskilled labour, but to 
use it for its own and the public good. There are few great cities 
which have not large areas that call for clearing and rebuilding, 
and few which cannot, by properly thought-out schemes, improve 
on the London practice of tearing up important thoroughfares 
every year. There is no remedy for want of work except in 
schemes for providing it; the registration of the “‘ reserve’’ will 
not guarantee this. It is, I think, evident that this painful social 
disease receives only external treatment, until the short-period 
fluctuations of private trade can be threaded on to those long- 
period schemes of work of which plenty are called for in the public 
interest itself. And in this way there is provided also an indus- 
trial, as distinct from a Poor-Law, test of the capacity of the 
workman. 

Such a proposal is not new, but is usually treated as a counsel 
of perfection. But it is written large across every slum where the 
unemployed are overcrowded. One great difficulty is that we are 
still afraid of the idea of publicly ‘‘ providing work.’’ But as it is 
now a common thing in this country for public bodies to undertake 
schemes of transport or building or tunnelling, the most indi- 
vidualistic prejudices could not be greatly hurt if these schemes 
were considered, at the beginning and throughout, in their relation 
to the labour market. 


IIT. 


The foregoing argument pretends that some solution of the 
unemployed problem can, by careful foresight, be found in produc- 
tive occupations ; and it is inevitable that the question should at 
once suggest itseli—is there any justification for the idea that 
productive work can be found for every individual in a community, 
somehow and somewhere? This is the most important theoretical 
(or scientific) aspect of the question. 

In most of the reasoning of Socialistic or Trade Union writings, 
this question is answered implicitly or explicitly in the affirmative. 
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‘‘Itis not that there isa surplus population. It is not that there 
are too many workers for the demand ; for there is also too much 
demand for the commodities supplied. The very same persons 
who could supply the demand stand also in need of the products 
of ‘work.’ That is to say, human beings combine in themselves, 
in a special way, supply and demand; there cannot be an over- 
supply of men. . 

I do not think this can be made out. Let us take a simple 
case. A small community lives, let us say, on the raw fruit of an 
orchard of fig-trees. It is possible that the trees do not require 
tending, and that the fruit is stored annually. Then the picking 
and storing may be done most efficiently when less than the whole 
number of employable people are employed on the work. For 
there is no necessary correlation between the amount of population 
and the productive unit of maximum efficiency. In the same way, 
under the complex conditions of modern life, it is possible that, 
when all occupations are served with their most efficient comple- 
ment of hands, so that more cooks would spoil the broth, there 
may be a surplus population not productively employable; and 
as their employment at any time would mean a sacrifice of total 
efficiency, they are liable to remain out of work, if industry is 
throughout subject to the keen test of private competition. The 
phenomenon of the unemployed is not, therefore, a consequence 
solely of fluctuations, although fluctuations accentuate it. If this 
consideration is true, it is all the more evident that only in public 
works not dependent on the profit stimulus, and perhaps with 
some sacrifice of immediate total efficiency, can unemployment be 
tided over. 


IV. 


This leads to a final reflection on the ethical aspect of econo- 
mics. We commonly work with the utilitarian calculus. It gives 
the most adaptable and measurable basis for good and evil. But by 
this means we should not be led to take steps for the employment 
of men who were, judged by industrial efficiency, really a surplus. 
The final justification in this, as, I think, in several other great 
economic issues, is in considerations of the absolute value of per- 
sonality, not of the maximum net sum of pleasure ; is by appeal 
to Kant and not to Bentham or Mill. 

D. H. MacGrecor 


' Hobhouse, ‘‘ Labour Combination,” pp. 29-30. 
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RECENT OFFICIAL PAPERS. 


Report of the Committee on Factory Labour in India. 
[Cd. 3617. ] 


Towarps the end of the year 1906 the Secretary of State for 
India received a deputation of working men who wished to call 
attention to the conditions of labour in Indian factories; and, 
partly, no doubt, in consequence of their representations, Mr. 
Morley arranged that Sir H. P. Freer Smith, late Superintending 
Inspector for Dangerous Trades in England, should proceed to 
India as president of a small committee to inquire into the 
alleged abuses. The scope of the inquiry was subsequently con- 
fined to Textile Factories. 

The report of the committee contains the following recom- 
mendations :—Under the Indian Factory Act it is provided that 
children under nine shall not be employed at all, that persons 
between the age of nine and fourteen may work for seven hours 
a day, whilst persons above the age of fourteen are classed as 
adults and may work full time. Owing to the lack of educational 
facilities there exists no necessity for raising the minimum age 
of employment, nor would any benefit result from the creation of 
a class of ‘‘ Young Persons.’’ A certificate of age and physical 
fitness should be required in the case of all children employed, 
and a similar certificate should be required before employment on 
full time. Employers should be compelled to provide elementary 
instruction for the children employed in their mills. 

‘* The lot of the women employed by day in mills is far superior 
to that of women workers generally engaged in other classes of 
work in India,’’ but the employment of women at night should 
be prohibited as injurious both to the women and to the children 
whom they bring with them. 

Adult males in India work long hours, but in making com- 
parisons between England and India it should be remembered 
that the Indian artisan is in the habit of leaving his work at odd 
and uncertain intervals throughout nominal working hours; he 
frequently takes unauthorised holidays, and, on the whole, does 
not work so intensively as the English artisan. The average 
number of hands employed per loom in England is said to be 0°48, 
while in India it is 125. The hours worked in some mills, how- 
ever, especially since the introduction of electric light, are exces- 
sive. The law should be modified so as to provide for a maximum 
day’s work of twelve hours for adults. 
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Other sections of the report deal with sanitation and the 
fencing of machinery. 

The committee further recommend that the attention of the 
authorities should not be confined to factories only, but should be 
extended also to the conditions of home life of the operatives ; 
that the rules made under the Factory Act should be made 
uniform throughout the whole of India, and that an expert staff 
of Factory Inspectors should undertake the work now done by 
district officials and other persons without technical knowledge. 

D. A. B. 


Two Diplomatic and Consular Reports on the Trade of Frank- 
fort [C*, 8283—108] and on the Trade and Agriculture of 
Bavaria [C*. 83727—19] exhibit, inter alia, the rise in the price of 
meat. The consumption of butcher’s meat per head diminished 
in Germany by 9 lb. in 1904-5, and by some 5 lb. in 1905-6. The 
reduced consumption of meat by the working classes is said to be 
probably more considerable. 


Scotch Education Department.—Report on the Physical 
Condition of Children. [C®%. 3637. | 
The average height and weight of children are found, by an 
extensive investigation, to rise with the number of rooms per 
house. The averages for Glasgow are below the standards of the 
Anthropometrical Committee. 


Eleventh Abstract of Labour Statistics of the United Kingdom, 
1905-6. [C%. 3690. ] 
Index numbers of employment are among the new tables which 
distinguish this number. The table showing changes in the 
general course of wages now extends over a generation. 


Agricultural Statistics, Ireland, Return of Prices. 1907. 
[C*. 3775. ] 

The prices of crops, live stock, and other agricultural products 
are given in different degrees of detail for the year 1906-7, the 
period 1887-1906, and the period 1840-1886. ‘The introductory 
remarks contributed by Mr. Adams, Superintendent of Statistics, 
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bring out the interesting facts that from 1840 to 1852 prices were 
generally low (except for wheat) ; periods of rising and high prices 
followed on to 1878; fluctuations and a great fall mark the 
next decade. During the last decade prices have somewhat risen, 
and have been more stable. 


Report on Changes in Rates of Wages and Hours of Labour in 
1906. [C*. 3713.] 


For the first time since 1900 a total net increase of wages, as 
compared with the preceding year, is shown. 


City NoTEs. 


WE have received the following ‘‘City Notes’’ from 
“R. G.? :— 


The American Crisis. —The financial crisis so long expected in 
the United States has at length come, and, it may be hoped, gone ; 
though it is perhaps too soon at this date (end of November) to 
talk of all evil developments as quite certainly things of the past. 
The smash has been one of the biggest on record, beginning with 
a great débdcle on the New York Stock Exchange in September 
and October, and culminating in the failure of the Knickerbocker 
Trust Company with £12,000,000 deposits, and the stoppage of 
several more or less important banks in New York and through- 
out the States, in the last ten days of the latter month. The 
failures were caused and partly accompanied by an almost general 
run, which only the more solvent institutions were able to meet 
at first. Distrust appears at once to have seized upon the Ameri- 
can depositors in their various banks and credit institutions, whose 
directors, it was believed, had been extensively employing the 
funds entrusted to them in stock and share gambling. The result 
was in a few days an almost complete suspension of specie pay- 
ments throughout New York and the United States, the banks 
resorting instead to the expedient of Clearing House Certificates, 
which has been made use of in times of monetary stress in the 
United States at different times since 1873. (These certificates 
are documents given by committees of the bankers’ clearing 
houses to individual banks upon the deposit of good securities, 
and are accepted by the different banks in settlements, but are 
not payable in cash over the counter.) Various measures were 
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also devised at the same time to increase the amount of currency 
available, including the deposit of funds by the U.S. Government 
with the banks to the extent of £20,000,000, the loan of money to 
Wall Street by Pierpont Morgan and other great financiers, and, 
above all, the large importation of gold from Europe by means of 
sales of produce and stocks on American account. Panic, how- 
ever, went on with little diminution almost to the end of Novem- 
ber, the real difficulty, as it always is in such crises, not being 
any real shortage of cash, but rather excessive distrust which 
paralyses the power of using to the best advantage the actual cash 
available. Finally the turning of the tide was marked by the 
promise of the Government to issue bonds for the construction of 
the Panama Canal to the amount of £10,000,000, so as to enable 
the national banks by subscribing to increase their note issues to 
a corresponding extent, the issues being permitted only against 
the deposit of Government bonds; but it may be doubted whether 
these final measures, except by tending to increase confidence, 
counted for very much in the recovery. In every panic after a 
time credit tends to return, surviving banks commanding confi- 
dence because they have stood the shock, and necessity compelling 
the hoarders to use the cash they possess. Special measures to 
restore confidence are not to be slighted, but the strength of the 
natural causes always operating should equally be recognised. 


The Commercial Distress.—It is too soon yet to measure what 
the whole effect of this discredit has been in reducing the volume 
of business in America, but the accounts of stoppages of works, 
discharge of workmen, and return of immigrants to Europe on 
a large scale make it evident that for the boom of the last few 
years there has now been substituted a period of depression. The 
symptom of the return of immigrants to Europe is especially sig- 
nificant, as it points to the likelihood of similar depression extend- 
ing to Europe as well as the United States. As will be presently 
explained, there has been trouble in the money markets on this 
side of the Atlantic, only in part a reflex of the United States 
mischief, and depression here must follow the high rates in the 
discount market which have prevailed for some time. 


Bank-rate 7 per cent.—The most noticeable result on this 
side of the American crisis has so far been the advance of the 





594 THE ECONOMIC JOURNAL [DEc. 


Bank-rate to 7 per cent. This has come about inevitably and 
quickly from the United States demand for gold. Credit being 
at an end in New York and cash required, those who could take 
cash from this side have done so, occasionally borrowing, but more 
frequently selling produce and stocks for cash. The demand in 
this form has been quite irresistible, and the Bank’s advance to 
44 per cent. on 21st August, which was a kind of precautionary 
movement in anticipation of the crisis, was followed at the end 
of October and beginning of November by an advance to 54, then 
to 6, and finally to 7 per cent., all in one week. At this rate 
the market has remained balanced, the reserve slowly improving. 
But still it is a seven per cent. rate, such as we have not had in 
Lombard Street for thirty-four years ; and it is impossible not to 
apprehend the possibility, sooner or later, of untoward incidents. 
All over the Continent, especially in Germany and Holland, the 
rebound of the American panic has equally been felt. Not only 
have Bank-rates been advanced, but in Berlin, Hamburg, Amster- 
dam, and Antwerp there have been some rather serious failures. 


The Parallel of 1873.—On all sides attention is being drawn 
to the likeness between the events of the present autumn and 
those of 1873, which was the last occasion of a 7 per cent. 
rate. ‘The parallel is indeed very close, almost to the very dates, 
the difference being that on the whole the crisis of 1873 developed 
in America about a month sooner than in the present year, but 
was rather sooner over, at least in its effects on this side, where a 
7 per cent. rate was reached on October 18th, and 9 per cent. early 
in November, and rates began to fall sharply before the end of 
that month. Now it is the end of November, and the bad symp- 
toms are still with us. There could be no better proof of the value 
of experience in dealing with money-market problems. Like 
causes produce like effects, and the condition of the United States 
for years past has certainly pointed, first to the likelihood of a 
crisis, and next to the likelihood of that crisis leading to a drain 
of gold from the Bank of England with high rates of discount 
in Lombard Street. Everything has indeed happened according 
to theory and experience. 


Possible Remedies.—The crisis has naturally revived discus- 
sions in the United States on the need for currency and banking 
reform. Substantially it may be doubted whether any amend- 
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ments of banking machinery in that country will touch the real 
evil, that of extensive and hazardous speculation, which might 
subject any system of deposit banking to a test not even the 
best system could stand. When the chief officers of banks and 
the directors lend the banks, funds to each other, and engage 
funds in speculations of the worst type, general distrust must be 
aroused among the mass of depositors when they perceive the dry 
rot in the banks to be widespread. But although substantially 
there can be no cure in the United States or elsewhere for offences 
against credit in the highest quarters, the only possible preventive 
being a diffused morality which makes the offences practically 
impossible, yet there are one or two mechanical difficulties in the 
arrangements of American banking which could certainly be got 
rid of with advantage. Facilities for increasing issues of paper 
in times of emergency, analogous to the suspension of the Bank 
Charter Act in this country, ought certainly to be provided. The 
invention of Clearing House Certificates is a good palliative, as 
far as it goes, but evidently, as experience has shown, not quite 
good enough. ‘That any expedient would be perfect is hardly to 
be looked for if regard is to be had to the security of the issues ; 
but there ought not to be a new outcry every time an emergency 
arises. What is perhaps even more important, as improving 
banking arrangements permanently, would be an enactment 
giving adequate liberty to the national banks to do their work 
properly. For some reason or other when the national banks with 
privilege of note issue were established during the stress of the 
Civil War, they were restricted from having branches in other 
towns than the place where they were set up. The motive appa- 
rently was that currency should be abundant in every locality, 
because every locality could have its own national bank. But 
whatever the motive was, the effect has been to prevent the 
great banks in the leading cities of the United States from having 
branches all over, which appears to be one of the conditions of 
successful deposit banking on a large scale. To prevent a bank- 
ing and currency monopoly, all the banks have been dwarfed, and 
there have been no great institutions like our own Bank of Eng- 
land and the leading joint stock banks about it practically above 
suspicion. Nothing would tend to strengthen credit in the United 
States more than large and good banks, and for this purpose the 
grandmotherly legislation which makes the growth of such banks 
not merely difficult, but impossible, should be amended. It is note- 
worthy that Canada, which belongs in part to the United States 
monetary sphere, the Canadian banks keeping spare balances in 
No. 68.—VOL. XVII. ee 
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New York and Chicago, has on the whole escaped almost unhurt 
from the panic. The difference is very properly ascribed to the 
better banking system of Canada, which is modelled on that of 
Scotland, with great institutions at the centres and branches all 


over the country. 





The Threatened Railway Strike.—Business has been so much 
overshadowed by the financial crisis in America and its effects, 
that one almost forgets the railway agitation which looked so 
threatening in September. But one must not forget that the 
calamity threatened was a very serious one. Even a partial strike 
on our railways would have affected business disastrously and 
added to the gloom which is beginning to set in as the result of the 
discredit abroad and the 7 per cent. Bank-rate at home. The Board 
of Trade and its President are accordingly entitled to all praise 
for their intervention under the Conciliation Acts which has been 
practically successful for the time. 


Fall in Silver.—An event of the quarter which may be worth 
noticing later'on has been a reaction from the great advance in 
silver, which has been noticed more than once of late in these 
notes. From 31d. and 32d., which had become the established 
rates, there has been a reaction to 26d. and 27d., and although 
there is now once more an upward tendency, the reaction must 
be considered to have been a very strong one. Apparently it is 
due in part to the banking crisis which has shaken a large number 
of gold prices. We hope to return to the subject in future notes. 

R. G. 





CURRENT TOPICS. 


Last August an International Housing Congress—the eighth 
in a series—was held in London. Over 300 members attended, 
many of them foreigners. Nineteen Governments were officially 
represented. The discussions were opened by the Right Hon. 
John Burns, President of the Local Government Board, and Sir 
Dickson Poynder, M.P., Alderman W. Thompson, of Richmond, 
presiding. 

After three days of discussion, members of Congress were 
conducted on excursions to Sheffield, where there was an exhibi- 
tion of workmen’s cottages, to Port Sunlight, Liverpool, and 
Bourneville. During their stay in London arrangements were 
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made for members to see a variety of municipal and other build- 
ings, blocks and cottages, as well as the garden-city of Letch- 
worth, so that our foreign guests were able to carry away a fair 
notion of English enterprise in these directions. We know that 
many of them, and among these some of the most competent, 
expressed genuine and sincere admiration. We shall have occa- 
sion to revert to the work ef the congress when the volume of 
Transactions is published. 


THE divergence of opinion among Socialists with regard to 
the settlement of the railway dispute is well illustrated by two 
letters to The Times, one by Mr. Ramsay Macdonald, M.P. 
(November 11th), and the other from the Executive Committee 
of the Fabian Society. Mr. Macdonald considers that under the 
railway conciliation scheme the men will be absolutely powerless. 
He argues that behind every conciliation scheme in which the 
men are not to be sacrificed there must be a union of men acting 
for the workmen and a federation of masters acting for the 
employers. Such a union is not provided for in the railway 
scheme, and in this way it differs from those of New Zealand and 
Western Australia. The splitting of the men into sections will, 
he believes, render an ‘‘all grades’’ cohesion impossible, and the 
failure to recognise the union renders it little more than a friendly 
benefit association where strength will not be maintained. He 
therefore concludes that ‘‘ conciliation will secure peace, but will 
sacrifice the just claims of the men.’’ The Fabian Society, on 
the other hand, congratulates Mr. Lloyd George on having set 
up the first ‘“ wages board.’’ It claims that the railway treaty 
deserves the support of all Socialists and of all trade unionists 
who believe in the method of legal enactment rather than in 
strikes. It points out that notwithstanding the provisions for 
‘‘ conciliation,’ reference to the arbitrator is, from the outset, 
automatically compulsory in every case in which the parties do 
not come to anagreement. In securing this, the railway servants 
have obtained a vastly greater boon than “‘recognition.’’ ‘* They 
had gone out to seek their father’s asses. They have found a 
kingdom.’’ The letter concludes by insisting that the work for 
the union to do will be so important that there is no probability 
of its being weakened. We hope, in our next issue, to publish 
a review of the scheme from an authoritative source. 


TT 2 
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Tue Trade Union Congress met this year in Bath at the begin- 
ning of September. ‘The report of the Parliamentary Committee 
naturally indicated the hopes aroused by the success of the Labour 
candidates at the General Election, and at the subsequent bye- 
elections, and declared that ‘‘the political power of labour is 
overwhelming, and it is within its competence to alter the present 
unequal state of society.’’ (In the House of Commons there are 
fifty-six members who either are or have been trade union 
officials.) The report urges the usual proposals for land national- 
isation, the reduction of the hours of labour, and the other 
measures familiar to the Congress, but it is evident that the 
subject on which immediate effort is to be concentrated is old 
age pensions. ‘The Congress approved the principle that ‘* any 
pension scheme must be upon a non-discriminatory and non- 
contributory basis in order to be satisfactory to the working 
classes,’’ and the President in his opening address declared that 
‘‘it was not part of their duty to show how the money could be 
found, for that was the function of the Chancellor of the Ex- 
chequer.’’ A resolution, which has not hitherto been one of 
the annual features of the Congress and was carried without 
opposition, called upon the Government to establish a legal mini- 
mum wage in selected trades. At the same time the usual rejec- 
tion of the proposal for compulsory arbitration was repeated by an 
overwhelming majority. 


A DEPARTMENTAL Committee has been appointed by the Home 
Secretary to inquire into the subject of artificial humidity in 
cotton weaving factories. The terms of reference include an 
inquiry into the degrees of humidity and heat at which bodily dis- 
comfort arises and the danger to health involved by continuous 
work at these degrees. The committee is also to report what 
efficient and practical means of cooling humid sheds exist. The 
chairman is Sir Hamilton Freer Smith, and the secretary is Mr. 
Duncan R. Wilson, to whom correspondence may be addressed 
at the Factory Department, Home Office. 


THE Treasury has appointed a Committee to consider the 
working of the Fair Wages Resolution passed by the House of 
Commons in 1891, as embodied in Government contracts, and to 
report whether any administrative changes are desirable in order 
to enable the objects of the resolution to be more effectually 
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attained. Among the members of the Committee are : Sir G. H. 
Murray, Secretary to the Treasury (Chairman) ; Mr. H. D. de la 
Bere, Assistant Director of Army Finance, War Office; Mr. A. 
Wilson Fox, Comptroller-General, Commercial, Labour, and 
Statistical Department of the Board of Trade. Mr. J. J. Wills, 
of the Labour Department of the Board of Trade, will act as 
secretary. 


Tue Danish legislation providing for insurance against the 
want of employment, which was described in the Economic 
JOURNAL for last March, appears to have started very well. Its 
initial success is largely attributed to the personal qualities of the 
‘‘inspector,’’ Mr. A. Sérensen, formerly ‘‘inspector of friendly 
societies,’’ one in whom the leaders of those societies and of the 
trade unions have great confidence. Since the law came into 
operation fourteen societies, with a membership of 4,200 in all, 
have obtained support according to the law. The similar Nor- 
wegian law has apparently not been attended by a similarly con- 
spicuous success. 


THe Free Trader, which has not been issued for some time, 
will be published again during the present month (December), 
and will appear at intervals of two months. Mr. J. A. Hobson 
is to be the editor. Its publishers are the Free Trade Union, 
8 Victoria Street, Westminster, and the subscribers to it will be 
furnished every two months with the ‘‘ notes’’ issued by the 
Unionist Free Trade Club. A subscription of 10s. 6d. per annum 
entitles members to all the literature issued by the Free Trade 
Union. ; 

Economists might avoid much misunderstanding if, like cer- 
tain philosophers in Swift’s Laputa, they could always point to 
concrete instances of the things of which they were talking. This 
advantage is secured in the second annual issue of Die W eltwirt- 
schajt, edited by Professor Von Halle. The new volume contains, 
in the physical sense of the term, actual specimens of yarn and 
cloth made from cellulose, in connection with H. Mehner’s article 
“Die Teknik in Jahre 1906,’’ in which it is suggested that this 
fibre is suited to relieve the recent scarcity of wool, cotton, jute, 
and flax. Of the new number as a whole we may repeat the 
words used by Mr. Bowley in his review of the first volume 
(Economic JourNnabL, Vol. XVI.), ‘‘ This yearbook of commerce 
deserves unstinted praise.”’ 
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Mr. lL. L. Prick has been appointed to the Lectureship on 
Economic History, the creation of which we announced in our 
last issue. We may refer to Mr. Price’s article in the EcoNoMIc 
JOURNAL for 1906 as indicative of the spirit in which he will 
exercise his office. The appointment of the new lecturer is oppor- 
tunely coincident with the rise of a new class of students, the 
candidates for the Diploma the institution of which we men- 
tioned in a former number of the Economic JOURNAL (Vol. XIITI., 
p. 278). The Diploma already owes much to Mr. Price as an 
originator and organiser ; as a teacher he will complete its success. 


THE last report of the Oxford Committee for Economics shows 
that this year there were eleven successful candidates for the 
Diploma, seven of whom achieved “‘distinction.’’ In this ex- 
amination the first woman student who has read for the Diploma 
obtained distinction. As in previous years many of the candi- 
dates were Rhodes Scholars. The Diploma offers to the German 
Rhodes Scholars, debarred by the limited duration of their stay 
in Oxford from the ordinary degrees, a means of carrying back 
to their native country documentary evidence that they have 
spent their time at Oxford in profitable study. Of this oppor- 
tunity the entries for the new year show that they are likely to 
avail themselves in considerable numbers. 











RECENT PERIODICALS AND NEW BOOKS. 


The Economic Review. 

Octroper, 1907. Back to the Land. Rev. Dr. Cunnincuam. Allot- 
ments for subsistence, not for a market, are recommended by 
medieval experience. Socialism in Italy. Karu Watter. The 
Control of Sweating. Miss B. L. Hutcutns. A review of 
methods. The Elberfield System of Relieving the Poor. F. R. 
Mason. 


Journal of the Statistical Society. 


SEPTEMBER, 1907. The Position of the Small Holding in the United 
Kingdom. W. G. §. Apams. The size and number of small 
holdings in different regions, and the conditions of their success, 
are set forth. The Congress of the International Statistical 
Institute at Copenhagen and The Discussion of Modern Methods 
of Treating Observations at the meeting of the British Associa- 
tion in Leicester are reported. 


The Contemporary Review. 


SEPTEMBER, 1907. The Development of an International Parliament. 
P 
Pror. H. Stanuey JEvons. A sketch of a world-wide federal 
government, such as ‘‘ might well arise in some seventy or 


eighty years.’’ 
NovemBer. Trade Unionism in Germany. E. BERNSTEIN. 


The Nineteenth Century. 
SEPTEMBER, 1907. Common Fields and their Enclosure. R. Hunter. 
Octoser. Fair Farms v. Fancy Crofts. Tue Duke or ARGYLL. 


Fortnightly Review. 


SepTeMBER, 1907. The Trades Disputes Act and Freedom of Con- 
tract. ‘‘ Labour will at length enjoy the same freedom of 


contract as capital.’’ 
Octoser. Small Holdings. R. A. YERBURGH. 


The National Review. 
SepremBerR, 1907. Free Trade as a Soctalist Policy. J. L. Garvin. 
Octoser. Preference or McKinleyism. J. L. Garvin. The rejec- 
tion of preference has been followed by the McKinleyism of the 


Australian tariff. 
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Quarterly Journal of Economics (Boston). 

The Treasury and the Banks under Secretary Shaw. A. P. ANDREW. 
Mr. Shaw’s administration was marked by six new departures, 
which are severely criticised. The Growth of the Union Pacific. 
T. W. Mircuett. The operations of this great railway system 
since its reorganisation in 1898 are described. 

Vodes of Constructing Index Numbers. A. Fiux. Important prin- 
ciples are applied to concrete examples, of which several are 
American. 

Tax Discrimination in the Paper and Pulp Industry. R.C. McCreeg. 


Political Science Quarterly (New York). 

SepremBer, 1907. Trade Unions and Trusts. H. R. Sracer. To 
encourage trade unions and prohibit trusts is inconsistent. Both 
should have free play up to the point where they begin to conflict 
with general interest. The Working Men’s Party of New York 
City. F.T. Cartron. Slave Labour in the Charleston District. 
U. B. Pumurrs. A history of negro labour in the coast region 
of South Carolina and Georgia up to 1860. 


The Yale Review (Newhaven). 
Auaust, 1907. Rebates. H. T. Newcoms. The Standard Oil 
Company and the Pope Lines. G. H. Montaaue. 


American Academy of Political Science (Philadelphia). 

Tae May number contains contributions from some of the chief 
captains of industry in the United States, many of whom recom- 
mend reducing the existing tariff in order to untrammel the 
trade in the United States with foreign countries. The Hon. 
Elihu Root, Secretary of State, after referring to the importance 
of the Panama Canal as a means of connecting more closely 
the Pacific States of North America with the South American 
countries on the Atlantic coast, says: ‘‘ The Postmaster-General 
reports that the best way for him to get the despatches from my 
department to our Ministers in South America, with certainty 
and swiftness, is to send them to Europe and have them sent 
from there to South America! ’’ Mr. Root explains this as being 
due, firstly, to foreign countries who subsidise their shipping, 
and, secondly, to their own ‘‘ protective tariff, which has raised 
the standard of living of all Americans, so that American ships 
paying and feeding their officers and men according to the 
American standard cannot compete on even terms with foreign 
ships.”’ 


Journal des Economistes (Paris). 

Juuty, 1907. L’Automobile est-elle une Richesse? G. pe Mouinart. 
Rodbertus contra Bastiat. Yves Guyot. Les Réformes 
Gratuites. REUXEL. 

Aveust. La Concentration des Entreprises. A. Prnarp. 

SepTEMBER. Notes historiques sur le Repos hebdomadaire. 
A. Mosse. 

Octoser. Le Canada Economique. G. bE Novvion. La Crise de 
la Viticulture. P. Bonnavp. 
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Revue d'Economie Politique (Paris). 
AUGUST-SEPTEMBER, 1907. Le Contrat collectif de Travail. 
H. Jay. Le Conflit des Evaluations dans le Débat du Salaire. 
E. WaxweEILer. Le Rachat de l’Ouest. J. Perrin JAQUET. 
The paper on the purchase of the western railway system is 
continued and concluded. 


Revue Economique Internationale (Brussels). 
Octoser, 1907. Les Cités Jardin. The objects, methods, and 
success of garden cities in England and elsewhere are sym- 
pathetically described. 


Bulletin de UInstitut International, Tom. XVI., No. 1. 
M. NeymarcK continues his statistics of Valeurs Mobilieéres. 
Mr. C. S. Locu has contributed a paper on statistics of popula- 
tion and pauperism. 


Jahrbuecher fiir National-Oekonomie (Jena). 

JuNE, 1907. Die Grossstadt als Standort der Gewerbe. O. 
ScHWARZCHILD. 

Juty. Zivilprocess-Statistik. A. Hesse. Das australische Spar- 
hassawesen. KR. ScHACHNER. 

Aveust, 1907. Zur Anschauung der Antike uber Handel Gewerbe 
und Landwirtschaft. O. NEuRATH. 

SepTeMBER. Der Rhein und die Schiffartsabgaben. A. WrrMInG- 
HAUS. Zur Berichtigung der... . Konstruktion im Mara im 
Dritten Band der Kapital. Boritxiewicz. Die neue Knap- 
psche Geldtheorie. K. Sopa. 

OctoseR. Australien als _ selbstandiger Produktionsstaat. R. 
ScHacHner. Nationalokonomisches bei Voltaire. P. SAKMANN. 
Clear summaries of Voltaire’s doctrines are accredited by useful 
references to his writings. 


Jahrbuch fiir Gesetzgebung (Leipsic). 
No. 4. 1907. Die Wdahrungsfrage. ‘G. F. Knapp. A supplement to 
the author’s celebrated Theory of Money. 


Giornale Degli Economisti (Rome). 

I piccoli numeri. C. Grint. Della natalita e della fecondita. A. 
Benepuce. Lo stato e le abitazioni popolari in Germania. 
BaDoGLio. 

Octoser. Trattato di Economie Politica. G. B. Satviont. Della 
natalita e della fecundita. A. Brnepuce. Lo stato e le 
abitaziont popolari in Germania. BapoGuio. 


Le Reforma Sociale (Turin). 

Aueust, 1907. Questioni controverse nella teoria der baratto. P. 
JANACCONE. Vindicating the English writers who were the objects 
of Prof. Loria’s criticisms in the Economic Journaus for 1906. 
Prof. Janaccone is led on to some interesting reflections on two- 
sided monopoly ‘‘ duopolio,’’ with respect to which he proposes 
a principle of arbitration different from the utilitarian maximum 
and other principles which have been suggested. 
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NEW BOOKS. 


Aves (E.). Co-operative Industry. London: Methuen. Pp. 310. 
5s. 

Barker (J. Exits). Modern Germany. Her Political and 
Economic Problems. Second edition. London: Smith, Elder. 
Pp. 583. 10s. 6d. 

Buack (CLEMENTINA). Sweated Industry and the Minimum 
Wage. London: Duckworth. 1907. Pp. 306. 3s. 6d. net. 

[With an introduction by A. G. Gardiner. ] 

Buacktey (M. J. J.). Thrift and National Insurance as a 
Security against Pauperism. With a Memoir of the Late Rev. 
Canon Blackley and Reprints of his Essays. London: Paul, 
Trubner. 1907. Pp. 162. 1s. 

Branson (G. A. H.). The Stock Exchange and its Machinery. 
London: Chamber of Commerce. Pp. 75. 2s. 6d. 

Cappury (E.) and Saann (G.). Sweating. London: Headley. 
1907. Pp. 158. 1s. 6d. net. 

[Social Service Handbooks.] 

CastTBerG (P. H.) [of Christiania]. Production. A Study in 
Economics. Sonnenschein. Pp. xvi+382. 10s. 6d. 


[Written from the point of view of Norwegian economic conditions. ] 


CuurcHitL (Winston §.). For Free Trade. London: A. L. 
Humphreys. 1907. Pp. 184. Is. 

CiapHAM (Pror. J. H.). The Woollen and Worsted Industries. 
London: Methuen. 1907. Pp. 307. 


Ciemson (H.). Methods and Machinery of Business. (Ex- 
changes and Insurance.) London: Butterworth. Pp. 236. 5s. 


CunnincHaM (W., D.D.). The Growth of English Industry and 
Commerce in Modern Times. Two parts. Fourth edition revised. 
Cambridge University Press. 


Drapers’ Company ResearcH Memoirs. Studies in National De- 
terioration. II. A First Study of the Statistics of Pulmonary Tuber- 
culosis by Karl Pearson. London: Dulare. 1907. 4to. 3s. 


Forses (V. A.) and Asarorp (W. H. R.). Our Waterways. A 
History of Inland Navigation, considered as a Branch of Water 
Conservancy. London: J. Murray. 1907. 8vo. Pp. 350. 12s. 


GarnsporouGH Commission. Reports on Life and Labour in 
Germany. With an Appendix: Infirmity and Old Age Pensions in 
(sermany. London: Simpkin. 1907. Pp. 810. 2s. 


Gitpart (J. W., F.R.S.). The History, Principles, and Practice 
of Banking. New edition. Revised by E. Sykes, Secretary of the 
Institute of Banking. Two vols. London: Longmans. Pp. 
435+501. 10s. 

Gonner (E. C. K.). Interest and Saving. London: Macmillan. 
1907. Pp. 188. 3s. 6d. net. 
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Hatcu (E. F. G.). A Reproach to Civilisation. Treatise on the 
Problem of the Unemployed, and Some Suggestions for a Possible 
Solution. London: Waterlow. 1907. 1s. 

Harry (E. Mortimer). Safety of Capital. Harley. Pp. 100. 1s. 


Lance (M. E.). Local Taxation in London, with a Preface by 
Lord Welby. London: P. 8. King. 1907. Pp. 56. Is. 


MacponatD (J. Ramsay, M.P.). Socialism. (Social Problem 
Series, No. VII.) London: Jack. Pp. 127. Is. 

Marx (Karu). Capital. Vol. II. The Process of Concentration 
of Capital. Edited by F. Engels. Translated by E. Untermann. 
London: Swan Sonnenschein. 1907. Pp. 618. 

Mints (J.8.). Landmarks of British Fiscal History. London: 
Black. 1907. Pp. 134. 1s. 

Moore (Harotp E.). Our Heritage in the Land. London: 
P. S. King. 1907. Pp. 144. 1s. 

Munro (A.). The Transvaal (Chinese) Labour Problem. London : 
Deane. 1907. 8vo. Pp. 192. 1s. 

Nort (Conrap). The Labour Party: What it Is and What it 
Wants. London: T. F. Unwin. 1907. Pp. 186. 1s. 

Potey (A. P.) and Govutp (F. H. Carrutuers). The History, 
Law, and Practice of the Stock Exchange. London: Putman. 
1907. Pp. 346. 5s. 

{icHTER (EuGENE). Pictures of the Socialistic Future. Cheap 
edition. (See Review.) London: Sonnenschein. 1s. 

Roserts (W. Hazuitr). Landward Ho! A Review of the Land 
and Unemployed Questions and a Solution. London: Caxton Press. 
1907. Pp. 108. Is. 

Rosertson (W. Bett). The Slavery of Labour. A Scientific 
Demonstration of the Identity of Free and Slave Labour. Second 
edition. Sammels and Taylor. Pp. 63. Is. 

Sarcent (A. J.). Anglo-Chinese Commerce and Diplomacy. 
(Mainly in the Nineteenth Century.) Oxford: Clarendon Press. 
Pp. 332. 12s. 6d. 

Scuuster (E.) and Experton (E. M.). The Inheritance of 
Ability. London: Dulare. 1907. 4to. Pp. 46. 4s. 

Scnuster (Fenix). The Bank of England and the State. Man- 
chester: Sherratt and Hughes. 1907. 8vo. Pp. 30. 6d. net. 

[A lecture delivered on November 14, 1905.] 

Suittineton (V. M.) and Wauuis Cnapman (A. B.). The Com- 
mercial Relations of England and Portugal. London: Routledge. 
Pp. 344. 5s. 

Srrruine (A. M. W.). Coke of Norfolk and his Friends. The 
Life of Thomas William Coke, First Ear: of Leicester of Holkham. 
Two vols. Lane. 32s. 

Sropes (C. C.). British Freewomen, their Historical Privilege. 
London: Sonnenschein. Pp. 245. 

SutHerRLAND (W.). Old-age Pensions in Theory and Practice, 
with some Foreign Examples. London: Methuen. Pp. 227. 3s. 6d. 
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TintyaRD (FRANK). An _ Introduction to Commercial Law. 
London: Black. Pp. 242. 3s. 6d. 

Trotrer (W. F.). The Citizen and his Duties. (Social Prob- 
lems Series, No. VI.) London: Jack. Pp. 115. 1s. 

Wotrr (H. W.). Co-operative Banking. Its Principles and 
Practice, with a chapter on Co-operative Mortgage-credit. London: 
P. S. King. 1907. Pp. 318. 7s. 6d. 


ANNALS OF THE AMERICAN AcADEMYy. Philadelphia. September, 
1907. 

[The whole number is devoted to Bonds as Investment Securities. ] 

Barnard (J. L.). Factory Legislation in Pennsylvania: Its 
History and Administration. Philadelphia: University of Penn. 
907. Pp. 178. 

Commons (J. R.). Races and Immigrants in America. New 
York: The Macmillan Co. 1907. Pp. 255. $1.50. 

Eneexs (F.). The Landmarks of Scientific Socialism. Chicago: 
Charles H. Kérr and Co. 1907. 

GutHRIE (W. B.). Socialism before the French Revolution. 
New York: The Macmillan Co. 1907. Pp. 339. $1.50. 

Hapuey (A. T.). Standards of Public Morality. New York: 
The Macmillan Co. 1907. Pp. 158. $1. 

Haines (Henry §8.). Railway Corporations as Public Servants. 
New York: The Macmillan Co. Pp. 233. 6s. 6d. 

Hutcninson (A. L.). The Limit of Wealth. The Macmillan 
Co. 1907. Pp. 285. 

Lauck (W. J.). Causes of the Panic of 1893. Boston: 
Houghton, Mifflin. 1907. Pp. 122. $1. 

Le Rossienot (JAMES E.). Orthodox Socialism. New York: 
Crowell. 1907. Pp. 147. $1. 

[A brief exposition and criticism of Marxian Socialism.] 

KropoTKin (P.). The Conquest of Bread. New York: G. P. 

Putnam’s Sons. 1907. Pp. 281. $1. 

[Presents author’s views concerning anarchist communism. ] 

More (LovisE Bouarp). Wage-earners’ Budgets. A Study of 
Standards and Cost of Living in New York. (Greenwich House 
Series of Social Studies, No. 1.) New York: Holt; London: Bell. 

Pp. 280. 10s. 6d. 

Patten (S. N.). The New Basis of Civilization. New York: 
The Macmillan Co. 1907. Pp. 220. $1. 

[The first volume in the American Social Science Series, edited by S. M. Lindsay.] 

Swan (Cuartes H.). Impersonal Taxation. (Supplement to 
American Academy.) Philadelphia: American Academy. 1907. 

Pp. 149. 


[Personal taxation is an injustice involving the assertion of servitude.] 





Aux (E.). Traité élémentaire de science des finances. Paris: 
Rousseau. 1907. Pp. 622. 
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Monnier (A.). Les indésirables. Paris: Larose. 1907. 3.50 fr. 

Rist (Cu.). La progression des gréves en France et sa valeur 
symptomatique. Paris: Larose et Tenin. 1907. 2 fr. 

PrRupDHOMMEAUX (J.). Icaria and its founder, Etienne Cabet. 
Nimes: Claude Gignoux. Pp. 688. 8.50 fr. 


Creanca (Dr. G. D.). Grundbesitzverteilung und Bauernfrage 
in Rumianien. Leipzig: Duncker und Humblot. Pp. 207. 

Czasp1 (Pror. Dr. Stecrriep). Ernst Abbe als Arbeitgeber. 
(Staat und Wirtschaft.) Von Prof. Harms. Tibingen: Laupp. 
i907. Pp. 40. 

Finanz Arcuiv. XXIV. Jahrgang, 2. Band. J. G. Cotta. 
Pp. 488. 

GUNTZBERG (BENEDIKT). Die Gesellschaft und Staatslehre der 
Physiokraten. Leipzig: Duncker und Humblot. Pp. 144. 

MutnH (Herman). Soziale und individualistische Ruffassung im 
18. Jahrhundert vornehmlich bei Adam Smith und Adam Ferguson. 
Leipzig: Duncker und Humblot. Pp. 160. 

Kumpmann (K.). Die Wertzuwachssteuer. Tiibingen: Laupp. 
1007. Pp. 182. 3.60 m. 

{Published as supplement to the Zeitschr. f. d. ges. Staatsw.] 

Mayr (G. v.). Die Bevélkerung Britisch Indiens nach dem 
Zensus von 1901. Halle: Gebauer-Schwetschke. Pp. 22. 0.60 m. 


KopatscH (R.) Internationale Wirtschaftspolitik. Ein Versuch 
auf entwickelungsgeschichtlicher Grundlage. Vienna: Manz. 1907. 
Pp. 498. 12 m. 


Fanno (Marco). La moneta le correnti moneterie e it riordineme 
to della circotezione. Turin: Bocca. 


GuaRNERI (F.). Le basi della rendita ricardiana ed il progresso 
agricolo. Verona-Padua: Fratelli Drucker. 1907. Pp. 217. 
2.50 1. 

JANACCONE (PASQUALE). L’imposta sue trasporto degli emigranti 
la. sua incidenza. Unione Tipograficio, Editrice Torinese. Turin, 
Roma, Milano, Napoli. 

VENEZIA, Commune di case sane economiche e popolari lasi Isti- 
tuto Italiano d’Arti Grafiche. Bergamo. 

PROTECCIONISMO, Exposicién contra el proteccionismo exage sado 
al arzucar de Produccién interna. Buenos Aires: J. Penser. 1907. 
Pp. 84. 

[A pronouncement against the exaggerated protection of home industries 
presented to the National Congress by the Agrarian and other Leagues of Buenos 
Aires, ] 
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